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BILLS SEEKING TO AMEND THE INSURANCE LAWS 
ADMINISTERED BY THE VETERANS’ ADMINISTRATION 


MONDAY, MAY 18, 1953 


Housp or REPRESENTATIVES, 

SUBCOMMITTEE OF THE COMMITTEE ON VETERANS’ AFFAIRS, 

Washington, D. C. 

The subcommittee met, pursuant to call, at 9:15 a. m., in room 356, 
Old House Office Building, Hon. Winston L. Prouty (chairman of the 
subcommittee) presiding. 

Mr. Proury. The subcommittee will come to order. 

We are meeting this morning to begin a hearing on all the bills 
now pending before the committee which relate to the subject of 
insurance. ‘There are three basic laws which cover this subject, 
namely, the United States Government life insurance law, applicable 
to World War I veterans; the National Service Life Insurance Act, 
which granted insurance to World War II veterans; and the Service- 
men’s Indemnity Act, which provides the automatic coverage now 
afforded persons in the Armed Forces. 

I have chosen this manner of considering all of the legislation at 
one time in order that the subcommittee may obtain an overall view 
of the entire subject of insurance. 

After the hearings have been completed, the subcommittee will 
have an executive session or sessions to determine the legislation 
which it will recommend to the full committee. 

The Veterans’ Administration has been requested to testify fully 
on the legislation before us, and the four veterans’ organizations have 
also been invited to appear. 

In addition, each Member of the House who introduced a bill pend- 
ing before the committee on the subject of insurance has been given 
the opportunity either to submit a statement or to come before us 
and express his view of that particular bill. 

Members of the committee have recently had the advantage of 
reading House Committee Print No. 55, which contains much valuable 
information and many helpful suggestions concerning the adminis- 
tration of the insurance law, and with particular reference to the 
operation of the National Service Life Insurance Act. 

Without objection, I will insert at this point all of the bills and 
the Veterans’ Administration reports thereon, together with certain 
letters relative to this hearing and certain pertinent material prepared 
by the staff. 


(The material referred to is as follows:) 
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[No. 35] 
COMMITTEE ON VETERANS’ ArFrarrs, House OF REPRESENTATIVES 


OFFICE OF THE SECRETARY OF DEFENSE, 
Washington 24, D. a April 7, 1953 
Hon. Joseph W. Mart!n, Jr., 


Speal er of the House of Re presentatives. 
Dear Mr. Speaker: There is forwarded herewith a draft of legislation, to 
further amend section 622 of the National Service Life Insurance Act of 1940. 
This proposal is a part of the Department of Defense legislative program for 
1953 and the Bureau of the Budget has advised that there is no objection to the 
transmittal of the proposal for the consideration of the Congress. The Depart- 
ment of Defense recommends that it be enacted by the Congress. 





PURPOSE OF THE LEGISLATION 


Under section 622 of the National Service Life Insurance Act of 1940, as added 
by section 10 of the Insurance Act of 1951, approved April 25, 1951, provision is 


made for the waiver of premiums payable on 5-year level premium term and the 
pure insurance risk portion of permanent plan national service life insurance or 
United States Government life insurance policies held by any person while in 
active service for a continuous period in excess of 30 davs In the case of 5-year 


A i 
level premium term insurance, it would be desirable and to the advantage of any 
person on active duty who holds such insurance to accept this privilege, inasmuch 


as by so doing they would receive free insurance coverage without in any wav 
canceling or restricting their insurance contracts. It is also considered desirable 


to grant persons who hold permanent plan insurance an opportunity to waive 
premiums on the pure insurance risk portion of their premiums, if they have been 
unable to do so by reasons beyond their control 

However, at this date, there are approximately 10,000 members of the armed 
services in a missing status, substantial numbers of whom through the exigencies 
of the current military situation and through no fault of their own, have not been 
able to avail themselves of this privilege, since written application must be made 
by the insured. 

This proposed legislation would amend the statute to waive automatically the 
premiums for those persons holding 5-year level premium term plan insurance 
who have been officially designated as missing in action, prisoners of war, etc., 
under the terms of the Missing Persons Act, within 1 vear after the passage of 
Public Law 23. Such persons holding a permanent plan of insurance would be 
given an opportunity to retroactively waive the pure insurance risk portion of 
their premiums within 120 days after return to military jurisdiction, but persons 
in this category who die on or prior to the last date on which they may avail 
themselves of this opportunity would have such premiums automatically waived. 
In order to allow for the possibility that information with respect to this benefit 
did not reach such personnel expeditiously after the passage of this act this benefit 
is extended through April 25, 1952. 

Also, the proposed legislation would amend the statute for cadets and midship- 
men of the United States Military, Naval, and Coast Guard Academies to author- 
ize an automatic waiver of premiums on national service life insurance and United 
States Government life insurance. These cadets and midshipmen are included 
under section 2 of Public Law 23 and are eligible under the indemnity provision 
thereof. However, they are not presently considered to be in “active service”’ 
within the meaning of section 622, supra, and, consequently, are not eligible to 
file application for the waiver of premiums. After the enactment of the proposed 
legislation, cadets and midshipmen would be in an “‘active service” status within 
the meaning of section 622, supra. 





DEPARTMENT OF DEFENSE ACTION AGENCY 


The Department of the Air Force has been designated as the representative of 
the Department of Defense for this legislation. 
Sincerely yours, 


ROGER KENT, General Counsel. 
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A BILL To further amend section 622 of the National Service Life Insurance Act of 1940 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That the first proviso of section 622 of the National 
Service Life Insurance Act of 1940 (54 Stat. 1008), as added by section 10 of the 
Insurance Act of 1951 (65 Stat. 36) is amended to read as follows: 

“Provided, That no premium may be waived under this section for any period 
before the date of application therefor, except that (1) if the insured is de- 
termined, as provided in the Missing Persons Act (56 Stat. 143), as amended, 
to have been in a status of missing, missing in action, interned, captured, 
beleagured, or beseiged, at any time after April 25, 1951, and before April 26, 
1952, (A) all premiums due or paid after June 1, 1951, on five-year level pre- 
mium term insurance shall, during the period of such status and during the 
remainder of his continuous active service and 120 days thereafter, be waived 
unless the insured requests in writing that this waiver be terminated; and 
(B) that portion of any permanent insurance premiums due or paid after 
June 1, 1951, which represents the cost of the pure insurance risk shall, during 
the period of such status and during the remainder of his continuous active 
service and 120 days thereafter, be waived if the insured applies therefor 
within 120 days after the date of enactment of this clause or the date of his 
return to military jurisdiction, whichever is later, or if the insured dies or is 
declared dead while in such missing status or if the insured dies on or prior to 
the last day upon which he may apply for such waiver under this clause; and 
(2) if the insured was a cadet at the United States Military Academy or the 
United States Coast Guard Academy, or a midshipman at the United States 
Naval Academy, at any time after April 25, 1951, and before the date of en- 
actment of this clause, all premiums due or paid after June 1, 1951, on five- 
year level premium term insurance and that portion of any permanent insur- 
ance premiums due or paid after June 1, 1951, which represents the cost of the 
pure insurance risk shall, during the period of such status and during the 
remainder of his continuous service and 120 days thereafter, be waived unless 
the insured requests in writing that this waiver be terminated:’’. 

Sec. 2. The third proviso of section 622 of the National Service Life Insurance 
Act of 1940 (54 Stat. 1008), as added by section 10 of the Insurance Act of 1951 
(65 Stat. 36) is amended to read as follows: 

“Provided further, That premium waiver benefits under this section render 
the contract of insurance nonparticipating during the period a premium 
waiver is in effect:’’. 

Src. 3. Section 622 of the National Service Life Insurance Act of 1940 (54 Stat. 
1008), as added by section 10 of the Insurance Act of 1951 (65 Stat. 36) is amended 
by adding the following at the end thereof: 

“In this section, the words ‘active service’ include service as a cadet at the 
United States Military Academy or the United States Coast Guard Academy, 
or as a midshipman at the United States Naval Academy.”’. 





[No. 39] 
COMMITTEE ON VETERANS’ AFFAIRS, HOUSE OF REPRESENTATIVES 


VETERANS’ ADMINISTRATION, 
Washington 25, D. C., April 15, 19538. 
Hon, Epita Nourse RoGeErs, 
Chairman, Committee on Veterans’ Affairs, 

House of Representatives, Washington 25, D. C. 
Dear Mrs. Rogers: This is in reply to your request for a report by the 
Veterans’ Administration on H. R. 1261, 83d Congress (star print), a bill to provide 
that policies of United States Government life insurance and national service 

life insurance shall be incontestable for fraud after 2 years. 
The purpose of the bill is to make national service life insurance and United 
States Governments life insurance policies incontestable for fraud unless the fraud 


is asserted by the Veterans’ Administration in a registered letter mailed to the 
insured at his last known address within 2 years after the date of issue, reinstate- 
ment, or conversion, or 2 years after the date of enactment of the bill, whichever 
is the later. 

Under existing law (38 U. 8. C. 518, 802 (w)), United States Government life 
insurance and national service life insurance policies, subject to certain statutory 
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exceptions not here pertinent, are incontestable from the date of issue, reinstate- 
ment, or conversion, except for fraud, nonpayment of premiums, or on the ground 
that the applicant was not a member of the,military or naval forces of the United 
States. 

Under the bill such policies would be incontestable from date of issue, reinstate- 
ment, or conversion, except (1) for nonpayment of premiums; (2) on the ground 
that the applicant was not a member of the military or naval forces of the United 
States; or (3) for fraud, provided it is asserted by the Veterans’ Administration 
in a registered letter mailed to the insured at his last known address within 2 
years after the date of issue, reinstatement, or conversion, or 2 years after the 
date of enactment of the bill, whichever is the later date. 

The reason for limiting the right of the Government to contest at any time the 
validity of a policy issued, reinstated, or converted, by fraudulent means is not 
apparent. Although a cursory study of commercial practice may seem to support 
the adoption of a limited contest period to insurance issued by the Government, 
commercial companies are not required to issue insurance to any individual and 
may delay acceptance of an application for insurance until the condition of the 
applicant has been satisfactorily determined. Moreover, most of the leading 
insurance companies have incontestable clauses which do not restrict them in 
their right to contest the insurance insofar as total disability or waiver of premium 
benefits are concerned. Those classes of persons for whom United States Govern- 
ment insurance and national service life insurance is authorized by law have a 
statutory right to such insurance (which includes liberal disability benefits) and 
their applications for issue, reinstatement, or conversion of insurance must be 
accepted unless it can be shown that such applications do not meet the specific 
requirements of law and regulations No time for ascertaining the correctness of 
an applicant’s statement is provided by law and liability of the Government 
attaches upon the receipt of an application unless the invalidity of such an appli- 
sation can be demonstrated. There have been cases in which insurance has been 
issued, reinstated, or converted without any evidence at the time that such 
transactions were tainted by fraud. Several years later in establishing claims for 
disability or death benefits it is shown that the insured must have knowingly 
misrepresented the actual facts in his application for the issue, reinstatement, or 
conversion of insurance and in some instances evidence of such concealment has 
been furnished by the insured himself. 

In connection with a proposal to limit the right of the Government to contest 
insurance for fraud, consideration should be given to the effects which would 
result trom the estraordinarily liberal requirements for reinstatement of Govern- 
ment insurance. Existing regulations permit reinstatement within 3 months of 
the date of lapse upon a signed statement by the applicant that he is in as good 
health as at the date of lapse. If the bill were enacted it is not unreasonable to 
assume that certain persons would be induced to make untrue comparative health 
statements knowing the insurance could not be contested for fraud more than 2 
years after reinstatement. Also, it is questionable whether the liberal regulations 
permitting reinstatement of insurance on a comparative health statement, insofar 
as they are a part of existing contracts of insurance, could be legally modified to 
avoid such results. In such cases it would appear that the Veterans’ Adminis- 
tration would have to examine each such insured to determine whether fraud had 
been committed. 

The problem of effective control of fraud is very real and the need is ever present. 
Under a provision which would restrict contest of insurance to 2 years after issue, 
reinstatement, or conversion, persons seeking an advantage by deceitful means 
could obtain insurance by concealing a disability almost total in degree and secure 
the benefits of total disability merely by delaying action with respect to filing 
claim during the 2-year period. Hence, a 2-year time limitation on the right to 
contest would effectively bar the Government from raising a contest even in the 
most flagrant case of fraud. It would appear that the right of the Government to 
cancel the insurance at any time upon discovery of fraud has been an effective 
deterrent to deception and fraud. Further, under existing law an insured or his 
beneficiary has a right to judicial review on any policy contested for fraud and a 
finding of fraud if incorrectly made may be set aside by the court. 

It is believed that a limitation on the Government’s right to contest a policy 
for fraud would in certain cases result in the granting of insurance to persons not 
legally entitled thereto and at the expense of other policyholders. The national 
service life insurance fund and the United States Government life insurance fund 
are trust funds maintained for the benefit of policyholders of such insurance. Any 
losses payable from such funds by reason of fraud in procuring issue, reinstatement 








BILLS SEEKING TO AMEND THE INSURANCE LAWS 1071 


or conversion of such insurance must necessarily lessen the dividends and other 
interests which would otherwise accrue to such policyholders from such funds. 

The Veterans’ Administration has no data upon which to base an estimate of 
the cost of the bill, if enacted. 

Pecause of the adverse effect which the provisions of the bill might have upon 
the mentioned insurance funds, it is my belief that enactment of the bill would 
not serve the best interests of the policyholders for whom such funds are main- 
tained. 

The Bureau of the Budget recommends against favorable consideration of this 
legislation. 

Sincerely yours, 
Car. R. Gray, Jr., Administrator. 





{[No. 58] 
COMMITTEE ON VETERANS’ AFFAIRS, HovusE OF REPRESENTATIVES 


VETERANS’ ADMINISTRATION, 
Washington 25, D. C., May 14, 1958. 
Hon. Epira Nourse Roacers, 
Chairman, Committee on Veterans’ Affairs, 
House of Representatives, Washington 25, D. C. 


Dear Mrs. Rocers: This is in reply to your request for a report on H. R. 4599, 
83d Congress, a bill to further amend section 622 of the National Service Life 
Insurance Act of 1940. 

Existing provisions of section 622 of the National Service Life Insurance Act 
of 1940, as amended, authorize, upon written application by the insured, a waiver 
of all preniums on 5-year level premium term national service or United States 
Government life insurance and that portion of any permanent insurance premiums 
representing the cost of the pure insurance risk becoming due after June 1, 1951, 
or the first day of the second calendar month following entry into active service 
whichever is the later date, and during the remainder of such continuous active 
service and 120 days thereafter. 

The proposed legislation, with respect to persons in the active service who 
were determined to have been in a missing or similar status (as provided in the 
Missing Persons Act, as amended) at any time after April 25, 1951, and before 
April 26, 1952, would (1) grant an automatic waiver of all 5-year term premiums 
due or paid after June 1, 10: 51, and continue such waiver during the remainder of 
continuous active service and for 120 days thereafter, in the absence of a request 
in writing for termination of such waiver; and (2) authorize a waiver for the 
same period of time of that portion of any permanent insurance premiums repre- 
senting the cost of the pure insurance risk which were due or paid after June 1, 

1951, if (a) the insured makes application for such waiver within 120 days after 
the date of enactment of the propos: ul or the date of his return to military juris- 
diction from such missing or si™ilar status, whichever is the later date; or (b) if the 
insured dies or is declared dead while in such missing status or if the hvarel dies 
on or prior to the last day upon which he may apply for such waiver as set forth 
in (a) above. 

Service as a cadet or midshipman at the service academies at the present time 
is not considered ‘‘active service”’ yripuin the meaning of that term as used in the 
National Service Life Insurance Act. Accordingly, such persons who have 
secured Government insurance while in a different status mav not now, as cadets 
or midshipmen, take advantage of the waiver provisions of section 622. The 
proposed legislation would provide that service as a cadet or midshipman at the 
service academies shall be deemed “active service’? within the meaning of that 
term as used in section 622. Further, if the insured was a cadet or midshipman 
at a service academy, at any time after April 25, 1951, and before the date of 
nactment of the bill, all premiums due or paid after June 1, 1951, on 5-year level 
premium term insurance and that portion of any permanent insurance premiums 
due or paid after June 1, 1951, which represents the cost of the pure insurance risk 
would, during the period of such status and during the remainder of his continuous 
active service and 120 davs thereafter, be waived unless the insured requests in 
writing that such waiver be terminated. 

Under section 622 of the act, if the policy matures while subject to the premium 
waiver provision, liability for payment of benefits under such insurance is borne 
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by the United States in an amount which, when added to any reserve of the policy 
at the time of maturity, will equal the then value of such benefits. This provision 
would, be applicable to the cases within ‘the purview of the bill. However, 
because of the unknown factors involved it is not possible to estimate the cost 
to the Government of the proposed legislation, if enacted. 

As to administrative cost, the proposal would require premium refunds to be 
calculated and made, recalculation of the period for which dividends have been 
paid, and recovery of overpayment of dividends, etc. The amount of such costs 
cannot be estimated but it is believed they would not be heavy. 

The proposal represents a part of the Department of Defense legislative pro- 
gram for 1953 and was coordinated with the Veterans’ Administration. It is 
understood that the Bureau of the Budget advised the Department that there was 
no objection to the transmittal of the proposal to the Congress for its consideration. 

Sincerely yours, 
Cart R. Gray, Jr., Administrator. 





[No. 61] 
CoMMITTEE ON VETERANS’ ArrarirRs, House oF REPRESENTATIVES 


VETERANS’ ADMINISTRATION, 
Washington 25, D. C., May 14, 1953. 
Hon. Epira Nourse Rogers, 
Chairman, Committee on Veterans’ Affairs, 
House of Representatives, Washington 25, D. C. 

Dear Mrs. Rogers: This is in reply to your request for a report on H. R. 1859, 
83d Congress, a bill to provide for the waiver of premiums on the national service 
life insurance and United States Government life (converted) insurance issued to 
certain former servicemen who are disabled. 

The purpose of the bill is to amend section 602 (n) of the National Service Life 
Insurance Act of 1940, as amended, to provide a waiver of premiums during any 
period when an insured is entitled to compensation for a disability rated as 30 
percent or more disabling aie r part I or part II of Veterans Regulation No. 1 (a). 
In addition, the bill would ame aa section 306 of the World War Veterans’ Act, 
1924, as amended to provide a waiver benefit under United States Government 
life insurance identical with the national service life insurance waiver benefit as 
provided in the bill. All benefits provided by the bill would be available on and 
after the date of its enactment. 

H. R. 1859 is identical with H. R. 6548, 82d Congress, on which the Veterans’ 
Administration submitted a report to your committee June 20, 1952 (Committee 
Print No. 295). 

Section 602 (n) of the National Service Life Insurance Act presently provides 
that upon application by the insured and under such regulations as the Admin- 
istrator may promulgate, payment of premiums on such insurance may be waived 
during the continuous total disability of the insured which continues or has con- 
tinued for six or more consecutive months, if such disability commenced (1) subse- 
quent to the date of his application for insurance, (2) while the insurance was in 
force under premium-paying conditions, and (3) prior to the insured’s 60th 
birthday. 

The purpose of section 602 (n) is to save the insurance protection for those who, 
because of total disability, have lost their earning capacity and may be unable to 
pay premiums becoming ‘due thereon. Many persons having a 30 percent or 
more partial disability can and do follow substantially gainful occupations and are 
financially able to continue payment of insurance premiums. The premiums for 
national service life insurance are calculated on the American Experience Table of 

Mortality without any loading “sm waiver of premiums. 

Section 607 of the National Service Life Insurance Act provides that the 
United States shall bear the excess mortality cost and the cost of waiver of premi- 
ums on account of total disability traceable to the extra hazards of military or 
naval service as such hazard may be determined by the Administrator. The 
waiver of premiums for a 30 percent or more partial disability as provided by the 
bill would involve a very considerable expense and it will be noted that the bill 
does not contain any provisions similar to those contained in section 607 to provide 
that the United States shall bear the cost of waiver of premiums on account of 
30 percent or more service-connected partial disability traceable to the extra 
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hazards of military or naval service. Accordingly, the cost of waiver of premiums 
proposed by the bill would have to be borne by the national service life insurance 
fund or the United States Government hfe insurance fund which are maintained 
for the benefit of all policyholders. 

All persons who are rated as having a 30 percent or more service-connected 
partial disability and who have national service life insurance or United States 
Government life insurance would be eligible for waiver of premiums under pro- 
visions of the bill and those having disabilities of a permanent nature would be 
entitled to waiver of premiums for the rest of their lives. On the other hand, 
there are many persons carrying national service life insurance or United States 
Government life insurance who have been discharged from service for many years 
and who have no disability, or disability rated as less than 30 percent disabling. 
There is but little probability that such persons will hereafter be found to have 
30 percent or more service-connected disability; such persons will rarely, if ever, 
receive any benefit under the provisions of the bill, if enacted. This group will, 
however, have to bear a proportionate share of the cost of the benefits proposed. 

The World War Veterans’ Act, 1924, as amended, presently does not contain 
any authorization for waiver of premiums. Section 306 of the World War 
Veterans’ Act speaks of premiums waived thereunder, but such premiums are not 
waived in the usual sense of the word, inasmuch as they create an indebtedness 
against the policy which must be repaid with interest or deducted from the pro- 
ceeds of the policy at the time of maturity. The bill would add to such policies a 
waiver of premiums for total disability whether due to service or not, as well as 
waiver of premiums for 30 percent or more service-connected disability. As the 
issue of United States Government life insurance to those in active military and 
naval service was terminated by Public Law 801, 76th Congress (October 8, 1940), 
and as a great ma-:ority of those who secured insurance prior to that date have 
long since been discharged from service, it is apparent that few, if any, such persons 
who have not previously been rated as 30 percent or more disabled, will be able 
to establish such service-connected disability in the future. The bill will, there- 
fore, rarely if ever provide any benefit for such persons. On the other hand, : 
large number of persons carrying United States Government life insurance who 
now have a 30 percent or more service-connected disability, will remain more or 
less static for life and will in effect be given a paid-up insurance policy. As there 
is no provision in the World War Veterans’ Act of 1924, as amended, that the 
Government shall bear the cost of waiver of premiums for total or partial disa- 
bility, the cost of the benefit proposed by the bill would fall chiefly upon policy- 
holders who would derive no benefit therefrom. 

Attention is invited to the fact that sections 620 and 621 of the National Service 
Life Insurance Act, as added by Public Law 23, 82d Congress (April 25, 1951), 
authorize the issue of national service life insurance to those who are separated 
from active service on or after April 25, 1951. Section 620 authorizes the issue 
of insurance to any such person released from active service under conditions other 
than dishonorable, and who is found by the Administrator to be suffering from a 
disability or disabilities for which compensation would be payable if 10 percent or 
more in degree, and except for which such persons would be insurable according to 
the standards established by the Administrator for qualifying under the good 
health provisions of the act, as amended, if application therefor is made in writing 
within 1 year from the date service connection of such disability is determined by 
the Veterans’ Administration. This section provides that, as to insurance issued 
under its provisions, waiver of premiums pursuant to section 602 (n) shall not be 
denied on the ground that the service-connected disability became total prior to 
the effective date of such insurance. As insurance issued under sections 620 and 
621 is on a nonparticipating basis, the cost of waiver of premiums on insurance 
issued under these sections would be borne entirely by the Government. 

While provision is made in the National Service Life Insurance Act that the 
Government shall bear the cost of waiver of premiums where the total disability 
of the insured is traceable to the extra hazard of military or naval service, there 
is no provision covering the cost of waiver of premiums for total disability or a 
30 percent or more disability which is service connected but not traceable to the 
extra hazard of military or naval service. A waiver of premiums as proposed by 
the bill, if enacted, would greatly increase the cost of both insurance programs, 
and, if not borne by the Government, would seriously impair both insurance funds, 

It will be noted that there is no provision in section 620 with respect to waiver 
of premiums for a 30 percent or more service-connected disability and that sec- 
tion 602 (n) as proposed by the bill limits waiver of premiums to cases in which 
the required disability commenced subsequent to the application for insurance. 
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A person granted insurance under section 620 might have an injury or disease 
less than 30 percent disabling at the time he applied for insurance which there- 
after became more than 30 percent disabling; or his disability might be totally 
disabling when he applied, but less than totally disabling at a later date. It 
would be possible to construe the bill as terminating waiver in the latter case 
when the disability ceased to be total, even though the insured continued to be 
30 percent or more disabled. If not so intended, the provisions of the bill should 
be clarified. 

At the present time about 3 percent of all World War I veterans and persons 
who served after World War I and prior to October 8, 1940, have service-connected 
disabilities rated between 30 and 90 percent. The total annual premiums paid 
in the United States Government life-insurance fund by all of these veterans is 
about $30 million, so that the total amount waived under the provisions of the 
bill would amount to approximately $900,000 annually. This amount would 
probably remain constant for about 15 vears after which it would decrease. In 
all, the total cost would be from $15 to $20 million. 

About 4 percent of World War II veterans (those who carry national service 
life insurance) have service-connected disabilities rated at from 30 to 90 percent. 
The total national service life insurance premiums paid by all such veterans is 
about $330 million a year so that the immediate cost of the proposal would be 
about $13.2 million each year. Since the large part of the national service life 
insurance in force is on the term plan, and since it is greatly to the advantage of 
the policyholder whose premiums are being waived to convert to a more expensive 
plan, it would be reasonable to anticipate severe antiselection by the insureds. 
Even if such antiselection resulted in only a threefold increase, it would mean an 
annual cost of some $40 million. This annual cost would remain constant for 
about 20 years after which it would decrease slowly. It is estimated that the 
overall cost would exceed a billion dollars. This amount could seriously jeop- 
ardize the solvency of the national service life insurance fund unless provision 
is made for the Government to defray the costs. 

As the national service life insurance fund and the United States Government 
life insurance fund are trust funds maintained for the mutual benefit of policy- 
holders, and as the charging of such funds with the cost of providing the addi- 
tional benefits proposed by the bill would adversely affect the mutual interests 
of policyholders, I do not recommend favorable consideration of the bill. 

Advice has been received from the Bureau of the Budget that there is no 
ebjection to the report of the Veterans’ Administration and, further, that the 
proposal is not in accord with the program of the President. 

Sincerely yours, 
Cart R. Gray, Jr., Administrator. 


{[No. 62] 
CoMMITTEE ON VETERANS’ AFFrairs, House or REPRESENTATIVES 


VETERANS’ ADMINISTRATION, 
Washington 25, D. C., May 14, 1958. 
Hon. Epirnx Nourse Rocers, . 
Chairman, Committee on Veterans’ Affairs, 
House of Representatives, Washington 25, D. C. 

Dear Mrs. Rocers: This is in reply to your requests for reports by the 
Veterans’ Administration on H. R. 148 and H. R. 1538, identical bills of the 83d 
Congress, each entitled, ‘A bill to restore the right of certain veterans to apply 
for insurance.” 

The bills, if encated, would restore the eligibility (in effect prior to April 25, 
1951) of persons who served between October 6, 1917, and July 2, 1921, both 
dates inclusive, to apply for and be granted United States Government life insur- 
ance under section 310 of the World War Veterans’ Act, 1924, as amended, and 
would restore the eligibility (in effect prior to April 25, 1951) of persons who served 
between October 8, 1940, and September 2, 1945, both dates inclusive, to apply 
for and be granted national service life insurance under section 602 (c) (2) of the 
National Service Life Insurance Act of 1940, as amended. 

H. R. 148 and H. R. 1538, 83d Congress, are identical with H. R. 4412, 82d 
Congress, upon which the Veterans’ Administration rendered a report to your 
committee under date of September 6, 1951 (Committee Print No. 174). 7 

Part I, Public Law 23, 82d Congress, approved April 25, 1951 (Servicemen’s 
Indemnity Act of 1951), provides for the payment of a maximum of $10,000 
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indemnity, reduced by the amount of any national service life insurance or United 
States Government life insurance in force at the time of death, for death in active 
service and under other specified conditions. Part II, Public Law 23, supra 
(Insurance Act of 1951), added section 619 to the National Service Life Insurance 
Act of 1940, as amended, which section provides, among other things, that on and 
after April 25, 1951, with certain exceptions not here pertinent, ‘‘no national 
service life insurance or United States Government life insurance shall be granted 
to any person under the provisions of the National Service Life Insurance Act of 
1940, as amended, or the World War Veterans’ Act, 1924, as amended.” The 
bills, if enacted, would restore the right to apply for insurance under section 310 
of the World War Veterans’ Act, 1924, as amended, and section 602 (c) (2) of the 
National Service Life Insurance Act of 1940, as amended. 

One of the purposes of Public Law 23 was to terminate issue of insurance under 
the World War Veterans’ Act, 1924, as amended, or the National Service Life 
Insurance Act of 1940, as amended, insofar as appeared practicable. Section 310 
was added to the World War Veterans’ Act, 1924, as amended, by the act of May 
29, 1928. World War I veterans therefore had over 22 years within which to 
apply for insurance available under that act. Section 602 (c) (2) was added to 
the National Service Life Insurance Act of 1940, as amended, by the act of August 
1, 1946. Accordingly, World War II veterans had more than 4 years within 
which to apply for national service life insurance. Whether the right to apply 
for insurance under either or both acts should now be restored and extended 
indefinitely as proposed by the bills is a matter of policy for determination by the 
Congress. 7 

As both of the mentioned acts provide that the United States shall bear the 
cost of administration, enactnent of the bills would result in additional cost to 
the Government. Such additional administrative cost would depend, of course, 
on the extent to which veterans would take advantage of the privilege to apply 
for insurance. 

Advice has been received from the Bureau of the Budget that the enactment of 
the proposed legislation would not be in accord with the program of the President. 

Sincerely yours, 
Cart R. Gray, Jr., Administrator. 


[No. 63] 
COMMITTEE ON VETERANS’ AFFAIRS, House oF REPRESENTATIVES 


VETERANS’ ADMINISTRATION, 
Washington 25, D. C., May 14, 19538. 
Hon. Evira Nourse Rogers, 
Chairman, Committee on Veterans’ Affairs, 
House of Representatives, Washington 25, D. C. 


Dear Mrs. Rocers: This is in reply to your request for a report by the 
Veterans’ Administration on H. R. 1546, 83d Congress, a bill to provide paid-up 
insurance for certain aged veterans. 

The purpose of the bill is to provide that every United States Government life 
insurance, national service life insurance, or converted insurance policy shall be 
considered fully paid and no further premiums collected thereon in all cases where 
the insured has attained the age of 70 years and has paid premiums for 25 years 
or more. 

The bill would provide paid-up insurance at age 70 for all insureds who have 
paid or will hereafter pay premiums for 25 years or more on insurance heretofore 
or hereafter issued by the Government under the World War Veterans’ Act, 1924, 
as amended, or the National Service Life Insurance Act of 1940, as amended. 
Although the bill does not specifically so state, it is assumed from the use of the 
word “insured,” that it is intended to require that such insurance be in force upon 
attainment of age 70. 

Due to the eligibility requirements of age 70 and payment of premiums for 25 
years or more the only important classes of policyholders to be benefited would be 

olders of 5-year-level-premium term and ordinary life policies. Those with 
20-payment life, 20-year endowment, and endowment at 60, 62, or 65 policies 
would receive no benefit whatever. Holders of 30-payment life and 30-year 
endowment policies would benefit only in the event their policies were issued after 
age 40 and then only for a few years (not to exceed 5). Further, since national 
service life insurance was not issued prior to October 8, 1940, no holder of such 
insurance could qualify under the bill prior to October 1965. 
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The fundamental principle upon which any plan of insurance is based is that 
the premiums paid, together with interest earned thereon, if any, must provide 
sufficient reserves to pay all losses over the period covered by the contract. The 
amounts in excess of the current cost of protection contributed by each insured 
member under a limited payment life plan are in the nature of prepayments on 
account of protection to be furnished in the future. For that reason an insured 
under a 20-payment life pl: an pays more premium each year over a shorter period 
of time than an insured under a 30-payment life plan, while both pay more each 
year over a limited premium paying period than an insured under an ordinary 
life Ce who continues his —— payments throughout life. On the other 
hand, the premiums charged for insurance under the 5-year-level-premium term 
plan cover only the cost of the protection furnished over a 5-year period, and 
therefore no reserve is accumulated other than that which is te mporarily built up 
for the leveling of the term premium over the 5-year period and which is exhausted 
at the end of each period. Hence, the cost of the protection furnished under term 
insurance is always approximately equal to the premiums received. Therefore, 
it would always be to the advantage of term policyholders to carry their insurance 
to age 70 as term insurance, thus avoiding paying the higher premiums for perma- 
nent insurance Moreover, if the bilk were enacted, no holder of permanent 
insurance who has or will have paid premiums for 25 years or more and who would 
be protected under extended insurance to age 70, would need to pay any further 
premiums to be fully protected for life 

The bill would apply to both participating and nonparticipating insurance 
issued by the Government. Under the former, the insured is allowed to partici- 
pate, that is, receive as dividends a portion of the surplus, after deducting the 
reserve value of the policies, resulting from savings from mortality and gains from 
investment and forfeitures. With the exception of insurance issued to certain 
disabled persons all United States Government life insurance, and national service 
life insurance issued prior to April 25, 1951, was participating insurance. The 
amendments made by the act of April 25,1951 (Public Law 23, 82d Cong.), to the 
National Service Life Insurance Act of 1940, as amended, restricted the issuance 
of participating insurance to certain persons discharged from the Armed Forces 
after that date who previously had such insurance, and provided that otherwise 
only nonparticipating national service life insurance may be issued and only to such 
persons who apply therefor within 120 days of discharge, or if suffering from 
service-connected disabilities within 1 year from the date service connection is 
determined by the Veterans’ Administration 

United States Government life insurance and participating national service life 
insurance are operated as mutual life insurance organized on the level premium, 
legal reserve basis. All premiums paid on such insurance and all interest earned 
thereon are covered into special funds in the Treasury designated as the United 
States Government life insurance fund and the national service life insurance fund. 
These funds are administered by the Government, as trustee, for the sole benefit 
of the policyholders and their beneficiaries. 

On the other hand, under nonparticipating national service life insurance all 
premiums and other collections therefor are credited directly to a revolving fund 
in the Treasury, and any payments on such insurance are made directly from the 
revolving fund. The law specifically authorizes appropriations to such fund. 

The insurance which would be “considered fully paid’’ under the bill would 
include the usual features of such contracts. Under present law only United 
States Government life insurance and national service life insurance issued on a 
permanent plan may become paid up. Such permanent plan contracts contain 
provisions for cash and loan values. Under the bill, insurance issued on the 5-year 
level premium term basis would be deemed paid up. However, such insurance 
would have no cash or loan values since such features are not contained in the 
present contracts of term insurance. All United States Government life insurance 
contains provision for the payment of benefits of $5.75 per thousand dollars of 
insurance in force in the event of total and permanent disability. 

The retroactive effect of the bill would entail a very considerable amount of 
administrative work. All claims and insurance folders would have to be searched 
in order to ascertain those cases where premiums had been paid on United States 
Government life insurance for 25 years or more and the insurance lapsed after 
age 70 but prior to the insured’s death or becoming permanently and totally dis- 
abled. These cases would have to be readjudicated, estates reopened, and 
insurance payments to beneficiaries adjusted. Such review and adjustment 
would undoubtedly result in controversies and litigation and would, of course, 
greatly increase any costs which might be estimated in connection with this bill. 
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Since no benefits, by reason of enactment of this bill, could accrue to national 
service life insurance policy vholders before 1965 at the earliest, it would be possible 
for many affected policyholde rs to be charged for their benefits by drastically 
cutting or complely wiping out their future dividends. These policyholders 
would in effect be in possession of, and be charged for, life-paid-up-at-70 — ies 
regardless of the fact that they wished to pay for only ordinary life or 5-year 
term policies. As indicated, generally holders of nonparticipating national 
service life insurance pay lower premiums and are not entitled to dividends. 
Hence, there is no way in which such policyholders could be charged for the benefits 
provided by the bill. Such cost, which would undoubtedly be very large, would 
have to be borne by the Government. 

In the ease of United States Government life insurance, where there are already 
approximately 4,000 policies which would be eligible under this og if enacted 
(and this number would increase rapidly in the future), it will not be possible, 
in general, to charge the cost of benefits of the bill in any important degree to the 
recipients thereof even by completely wiping out their dividends. These costs 
would have to be assessed against the future divide ~_ of other policyholders, 
many of whom would never be eligible for benefits under the bill. 

Because of the uncertainty of future rates of mortality, disability, withdrawal 
among United States Government life insurance and participating national service 
life insurance policyholders, and uncertainty as to the number who in the future 
will become eligible for and apply for issue of nonparticipating national service 
life insurance under section 620 and section 621 of the National Service Life 
Insurance Act of 1940, as amended, it is not possible to give a reasonable estimate 
of the cost of the bill. 

Because of the adverse effect which the enactment of the bill would have upon 
the United States Government life insurance fund and the national service life 
insurance fund, it is my belief that enactment thereof would not serve the best 
interest of the policyholders for whom such funds are maintained. 

Advice has been received from the Bureau of the Budget that the enactment 
of the proposed legislation would not be in accord with the program of the 
President. 

Sincerely yours, 
Cart R. Gray, Jr., Administrator. 


[No. 64] 
COMMITTEE ON VETERANS’ AFFrarrs, Houske or REPRESENTATIVES 


VETERANS’ ADMINISTRAIION, 
Washington 25, D. C., May 14, 1958. 
Hon. Epira Nourse RoceErs, 
Chairman, Committee on Veterans’ Affairs, 
House of Representatives, Washington 25, D. C. 

Dear Mrs. Rocsrs: This is in reply to vour request for a report by the Vet- 
erans’ Administration on H. R. 4791, 83d Congress, a bill to provide waiver of 
premiums on national service life insurance policies for certain disabled veterans. 

The purpose of the bill is to amend section 602 (n) of the National Service Life 
Insurance Act of 1940, as ame nded, by adding after the words “‘and (3) prior to the 
insured’s sixtieth birthday” the words “except in the c ase of those persons called 
into active duty after attaining the age of sixty years.” 

Section 602 (n) of the National Service Life Insurance Act of 1940, as amended, 
provides, in pertinent part, as follows: 

‘“* * * payment of premiums on such insurance may be waived during the 
continuous total disability of the insured, which continues or has continued for 
six or more consecutive months, if such disability commenced (1) subsequent to 
the date of his application for insurance, (2) while the insurance was in force under 
premium-paying conditions, and (3) prior to the insured’s sixtieth birthday: * * *.” 

The waiver of premium benefit terminating at age 60 was originally adopted in 
the National Service Life Insurance Act because it was considered by the Congress 
that a lifetime disability benefit, such as that included in United States Govern- 
ment life insurance policies, was difficult to administer and tended to produce 
inequities as between classes of policyholders. The effect of the bill would be to 
entitle all national service life insurance policyholders who were called into active 
service after age 60 to premium waiver for total disability commencing after age 
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60 regardless of when they had entered or left the service. Policyholders who 
attain age 60 while in active service would not be covered under the provisions of 
the bill. 

Because of its very limited application, this proposal is in the nature of a private 
bill. Relatively few persons are called into active service after reaching the age 
of 60, and generally are of high rank. There appears to be no reason why such 
persons, if disabled after separation from the service, should be placed in a different 
category from other national service life insurance policyholders over age 60. 

Excepting those whose disabilities are deemed totally disabling by statute, a 
large portion of those who qualify for waiver of premiums at the younger ages 
eventually recover from their total disability. At ages over 60, it becomes in- 
creasingly difficult to establish whether or not it is possible for the insured to 
follow any substantially gainful occupation and the rate of recovery from total 
disability in such cases is practically nil. The criteria generally applied to 
determine the existence of total disability commencing prior to the insured’s 60th 
birthday for the purpose of waiving premiums on national service life insurance, 
if apy lied in cases where the total disability commenced at ages over 60, would in 
almost every case result in waiver of premiums for the remainder of the premium- 
paying period. The probability of total disabilitv increases after the 60th birth- 
day to such an extent that waiver of premiums after that age might result in an 
excessive loss of premiums. 

Commercial insurers generally limit waiver of premiums for total disability to 
cases in which total disability commences prior to the insured’s 60th birthday, and 
some commercial insurers limit such waivers to cases in which total disability 
commences prior to the insured’s 55th birthday. 

In enacting the National Service Life Insurance Act of 1940, as amended, and 
in making provision for waiver of premiums for total disability, the Congress 
intended to grant insurance upon terms and conditions similar to those which 
could be obtained by civilians from commercial insurers. Under the act the pre- 
mium rates for insurance are the net rates based upon the American Experience 
Table of Mortality and interest at the rate of 3 percent per annum. This table is 
based upon peacetime experience only. The United States bears the excess mor- 
tality cost and cost of waiver of premiums on account of death or total disability 
traceable to the extra hazard of military or naval service. No deductions from 
benefits otherwise payable are made for any premiums waived, and premium rates 
are calculated without charge for the cost of waiver of premiums, although com- 
mercial insurers charge an extra premium for such protection. 

The cost of providing for waiver of premiums on account of total disability is 
not the same for all policyholders, but varies with the plan of insurance and the 
age of the insured. If the age restriction were removed, as proposed, the cost 
would be much greater under the ordinary life plan than under the limited pay- 
ment life and endowment plans for the reason that under the former the waiver 
would be continued for the whole period of life, while under the latter it would 
cease at the end of the premium-paying period. Furthermore, the cost under any 
given plan increases with the age of the insured. 

Since no additional premium is charged for the benefit granted on account of 
total disability, it is necessary to make provision for the cost of this benefit out of 
earnings which otherwise would be considered as surplus before any part of these 
earnings can be distributed as dividends. As far as the national service life insur- 
ance fund is coneerned, the adoption of this proposal would cause dissatisfaction 
and inequities. Policyholders in the group covered by the bill would have to be 
subsidized to a greater or lesser extent by the other policyholders. 

Through the operation of section 607 (c) of the National Service Life Insurance 
Act of 1940, as amended, the national service life insurance appropriation would 
have to bear its proportionate share of the cost of waiving premiums for total 
disabilities incurred after age 60. Experience under United States Government 
life insurance indicates that approximately 18 percent of the claims for waiver of 
premiums would be traceable to the extra hazard of military or naval service. 

It is not possible to estimate the cost of the bill, if enacted, since it is not known 
what would be the total amount of national service life insurance issued to persons 
ordered to active duty after age 60, nor are there any figures available as to the 
incidence of total disability after age 60. It is obvious that such cost would be 
very small. There are only about 10,000 national service life insurance policies 
in force held by persons having attained age 60, and it is likely that only a very 
small percentage of this number will be called back to active service. 

In view of the fact that the cost of the bill would have to be borne in part by 
the national service life insurance fund, it is believed that enactment of the bill 
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would not generally serve the best interests of policyholders for whom the fund is 
maintained. 

H. R. 4791 is similar in purpose to H. R. 1981, 82d Congress, on which the 
Veternas’ Administration submitted a report to your committee under date of 
June 18, 1951 (Committee Print No. 144). 

Advice has been received from the Bureau of the Budget that while there is no 
objection to the Veterans’ Administration report the Bureau of the Budget 
recommends against the favorable consideration of this legislation. 

Sincerely yours, 
Cart R. Gray, Jr., Adminisiralor, 





[No. 65] 
CoMMITTEE ON VETERANS’ Arrarrs, House or REPRESENTATIVES 


VETERANS’ ADMINISTRATION, 
Washington 25, D. C., May 15, 1953. 
Hon. Evita Nourse Rocers, 
Chairman, Committee on Veterans’ Affairs, 
House of Representatives, Washington 25, D. C. 


Dear Mrs. Rocers: This is in reply to your request for a report on H. R. 24, 

83d Congress, a bill to amend the World War Veterans Act, 1924, as amended, to 
mature United States Government life insurance when the insured becomes 70 
years of age. 
” The purpose of the bill is to amend title III of the World War Veterans’ Act, 
1924, as amended, by adding thereto a new section No. 314 to provide that any 
person having United States Government life insurance in force on his 70th 
virthday shall be deemed to be permanently and totally disabled on and after 
such date for insurance purposes. 

H. R. 24 is identical with H. R. 295, 82d Congress, on which the Veterans’ 
Administration submitted a similar report to the committee under date of April 12, 
1951 (Committee Print No. 91). 

The bill would automatically mature by operation of law all United States 
Government life insurance policies in force when the insured has reache’? age 70. 
All policies of United States Government life insurance include a provision gran‘ing 
monetary benefits at the rate of $5.75 for each $1,000 of insurance, if the insured 
becomes totally and permanently disabled while the insurance is in force, and all 
premiums are waived during the continuance of such disability. Upon the death 
of the insured while totally and permanently disabled, the commuted value of the 
remaining unpaid installments (240 less any paid) is payable to the beneficiary in 
accordance with the optional settlement provisions of the policy. Hence, the 
effect of the bill, if enacted, would be to grant a benefit to every person who has 
United States Government life insurance in force at age 70, regardless of the con- 
dition of his health, the plan of insurance, or the amount of premiums paid into 
the fund. 

In the event of the bill’s enactment, the insured under a life or endowment 
policy with sufficient equity to provide extended term insurance to age 70 could 
lapse his policy and receive a benefit equivalent to the full face amount of the 
policy at age 70 without further premium payments. Ordinarily, the nonfor- 
feiture provision of extended term insurance is used voluntarily, only by those who 
have very good reason to believe they will not live beyond the term period. How- 
ever, under the bill all policyholders whose policies would continue in force as 
extended insurance until they become 70 years of age would immediately cease 
to make any further payment of premiums. 

United States Government life insurance is operated as a mutual life insurance 
organized on the level premium, legal reserve basis. All premiums paid on this 
insurance and all interest earned thereon are covered into a special fund in the 
Treasury designated as the Unit d States Government life insurance fund, which 
is administered by the Government, as trustee, for the sole benefit of the policy- 
holder and his beneficiaries. 

The premiums charged for United States Government life insurance, including 
both death and total and permanent disability benefits, are the net premiums for 
the death benefit only, based on the assumption that deaths will occur in accord- 
ance with the American Experience Table of Mortality and that the invested funds 
will earn 3%-percent interest per annum, The premium charged for the ordinary 
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life plan is the mathematical equivalent of the premium charged for limited pay- 
ment life plans. The insured under a 20-payment life plan pays more each year 
over a shorter period of time than an insured under a 30-payment life plan, while 
both pay more each year over a limited premium-paying period than the insured 
under an ordinary life plan who continues his premium payments throughout life. 
On the other hand, the premiums on insurance under the 5-year level premium 
term plan cover only the cost of the protection and therefore no reserve is accumu- 
lated other than that which is temporarily built up for the leveling of the term 
premium over a 5-year period and which is exhausted at the end of each period. 
(s all policies have not built reserves sufficient to pay this proposed benefit and 
only those in a particular group would be entitled to it, it follows that this limited 
group would be granted a special! benefit all out of proportion to their contributions 
and at the expense of other policyholders. Since all policyholders entered into 
insurance contracts which contained the conditions under which contributions to 
the United States Government life insurance fund could be accepted and from 
which payments from such fund could be made, this proposal would appear to be 
of doubtful constitutionality. 

It is assumed that the bill is intended to have only prospective application. 
However, if it should be held to have retroactive effect, it would entail a very 


considerable amount of administrative work. All claims and insurance folders 
would have to be searched in order to ascertain those death cases where insurance 
had been in force beyond age 70 and lapse had thereafter occurred. These cases 
would have to be readjudicated, estates reopened, and insurance payments to 


beneficiaries adjusted. Such review and adjustment would undoubtedly result in 
controversies and litigation and would, of course, greatly increase any costs which 
might be estimated in connection with this bill. 

As of November 30, 1952, there were 440,618 United States Government life 
insurance policies in force amounting to $1,914,232,871 of insurance. Of these 
24,736 were 5-year-level premium-term policies amounting to $159,043,325 insur- 
ance, 10,717 were extended policies amounting to $21,514,468 insurance, and 
504,165 were permanent-plan policies amounting to $1,733,675,078 insurance. 
It must be assumed that all policyholders of United States Government life 
insurance, because of the attractive features of the bill, would plan to mature 
their policies at age 70 with the least possible expense to themselves. Few, if any, 
term policies would be converted to permanent plans of insurance and most 
permanent plan policies would be placed as extended insurance as soon as the 
extension would carry the insurance to maturity at age 70. Since the bill makes 
no provision for payment of the cost thereof by the Government, it is probable 





that the United States Government life insurance fund would be made insolvent. 
Because of the adverse effect which this proposal would have upon the United 
States Government life insurance fund, it is my belief that enactment thereof 
would not serve the best interests of the policyholders for whom such fund is 
maintained. 
Advice has been received from the Bureau of the Budget that the enactment of 
the proposed legislation would not be in accord with the program of the President. 
Sincerely yours, 


Cart R. Gray, Jr., Administrator. 





[No. 66] 
COMMITTEE ON VETERANS’ AFrarirs, House oF REPRESENTATIVES 


VETERANS’ ADMINISTRATION, 


Wash ngton 25, D. C., May 15, 1958. 
Hon. Eprra Nourse Rocers, 
Chairman, Committee on Veterans’ Affairs, 
House of Representatives, Washinglon 25, D. C. 

Dear Mrs. Rocerrs: This is in reply to your request for a report by the Vet- 
erans’ Administration on H. R. 2752, 83d Congress, a bill to authorize the issue 
of United States Government life insurance and national service life insurance 
under certain circumstances, and for other purposes. 

Section 1 of the bill, if enacted, would restore for 2 years the eligibility (in effect 
prior to April 25, 1951) of persons who served between October 6, 1917, and July 2, 
1921, both dates inclusive, to apply for and be granted United States Government 
life insurance under section 310 of the World War Veterans’ Act, 1924, as amended, 
and would restore for 2 years the eligibility (in effect prior to April 25, 1951) of 
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persons who served between October 8, 1940, and September 2, 1945, both dates 
inclusive, to apply for and be granted national service life insurance under section 
602 (c) (2) of the National Service Life Insurance Act of 1940, as amended. 
Further, the bil! would restore for 2 years the eligibility (in effect prior to January 
1, 1950) of persons who had active service between October 8, 1940, and September 
2, 1945, both dates inclusive, and who are not in good health because of anv dis- 
ability or disabilities, less than total in degree, resulting from or aggravated by 
such active service, to apply for and be granted life or disability insurance or 
reinstatement of such insurance under section 602 (ce) (2) of the National Service 
Life Insurance Act of 1940, as amended. 

Section 2 of the bill, if enacted, would amend the first sentence of section 621 
(a) of the National Service Life Insurance Act of 1940, as amended, to extend the 
time within which eligible persons may apply for and be granted insurance there- 
under. Under existing law any person entitled to indemnity protection under 
section 2 of the Servicemen’s Indemnity Aet of 1951, who is ordered into active 
service (or has been in active service) for a period exceeding 30 days may apply 
after April 25, 1951, and within 120 days after separation from such active service 
and be granted national service life insurance without medical examination 
Section 2 of the bill would extend the time to apply for insurance under section 
621 of ~ act from within 120 ds ivs after se paration from such active service to 
within 1 year after such separation, or 1 year after the date of enactment of the 
bill, whic is is the later date. Howe ver, the bill would require submission of 
evidence of good health satisfactory to the Administrator where the application 
is made within 1 year but more than 120 days after separation from such active 
service. 

Part I, Public Law 23, 82d Congress, approved April 25, 1951 (Servicemen’s 
Indemnity Act of 1951) provides for the payment of a maximum of $10,000 in- 
demnity, reduced by the amount of any national service life insurance or United 
States Government life insurance in force at the time of death, for death in active 
service on and after June 27, 1950, and under other specified conditions. Part 
II, Publie Law 23, supra (Insurance Act of 1951), added section 619 to the Na- 
tional Service Life Insurance Act of 1940, as amended, which section provides, 
among other things, that on and after April 25, 1951, with certain exceptions not 
here pertinent ‘‘no national service life insurance or United States Government 
life insurance shall be granted to any person under the provisions of the National 
Service Life Insurance Act of 1940, as amended, or the World War Veterans’ Act, 
1924, as amended.”’ Section 1 of thé bill, if enacted, would restore for 2 years the 
right to apply for insurance under section 310 of the World War Veterans’ Act, 
1924, as amended, and under section 602 (ce) (2) of the National Service Life 
Insurance Act of 1940, as amended, including those not in good health because of 
ervice-connected disabilities, less than total in degree. 

Prior to enactment of Public Law 23, supra, veterans of World War I who had 
active service between October 6, 1917, and July 2, 1921, both dates inclusive, 
could, upon proof of good health and payment of the required premium, apply for 
and be granted, United States Government life insurance under section 310 of the 
World War Veterans’ Act, 1924, as amended. 

Similarly, certain veterans were eligible for insurance under section 602 (e) (2) 
of the National Service Life Insurance Act of 1940, as amended, which provides, 
in pertinent part, as follows: 

‘““* * * any individual who has had active service between October 8, 1940, 
and September 2, 1945, both dates inclusive, shall be granted such insurance upon 
application therefor in writing and upon payment or authorization for deduction 
of premiums and evidence satisfactory to the Administrator showing such person 
to be in good health at the time of such application. In any case in which appli- 
cation for life or disability insurance or for reinstatement of such insurance is 
made prior to January 1, 1950, the Administrator shall not deny, for the purposes 
of this or any other section of this part, that the applicant is in good health because 
of any disability or disabilities, less than total in degree, resulting from or aggra- 

vated by such active service. In any case in which insurance is granted by 
reason of the immediately preceding sentence, the premiums paid on such 
insurance shall be credited directly to the national service life insurance appro- 
priation and any payments of bene ‘fits on such insurance shall be made directly 
from such appropriation * * *, 

It will be noted from the quote -d portion of section 602 (ec) (2) that the provision 
for waiver of health requirements contained therein extended only to those other- 
wise eligible who made application for issue or reinstatement of insurance prior to 
January 1, 1950. Thus, enactment of Public Law 23 did not deprive those not 
in good health of any such rights. 
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Section 310 was added to the World War Veterans’ Act, 1924, as amended, by 
the act of May 29, 1928. World War I veterans have therefore had over 22 years 
(until April 25, 1951) within which to apply for insurance available under that act. 
Section 692 (c) (2) was added to the National Service Life Insurance Act of 1940, 
as amended, by the act of August 1, 1946. Accordingly, persons who served 
during the period specified in section 602 (c) (2) who have service-ineurred dis- 
abilities less than tetel in degree had more than 4 years (until December 31, 1949) 
and those in good health hed almost 6 years (until April 25, 1951) to apply for 
national service life insurance. 

One of the reasons advanced by the Congress for the enactment of the Service- 
men’s Indemnity Act and of the Insurance Act of 1951, which provides for the 
limited issue of postservice insurance, was the desire to gradually remove the 
Government from the life-insurance business. It was recognized, of course, that 
the Government vould be obligated to continue an insurance program for vet- 
erans who were uninsurable bv private insurers because of service-connected dis- 
abilities. Hence, bv part II, Public Law 23, supra, section 620 was added to the 
National Service Life Insurance Act of 1940, as amended, to provide insurance 
after discharge to the service-connected disabled, who applied therefor within 
1 year from the date service connection of such disability is determined by the 
Veterans’ Administration. 

H. R. 1, 82d Congress, which became Public Law 23, supra, as passed by the 
House of Representatives and as amended by the Senate, contained no provision 
for the issuance of postservice insurance to persons entitled to servicemen’s 
indemnity protection who were discharged from the Armed Forces without having 
a service-connected disability. However, such a provision, adding section 621 to 
the * ational Service Life Insurance Act, was inserted in the bill, by the committee 
of conference on the disagreeing votes of the tvo Houses on the amendment of the 
Senate to the bill (H. R. 1). In making provision for the issuance of postservice 
insurance to those vto were entitled to indemnity protection and who were in 
good health when discharged from the Armed Forces, the Congress specifically 
limited the right to aprly for such insurance to a period within 120 days after dis- 
charge from such service and provided that such insurance should be issued 
without medical examination. Section 2 of the bill would extend the time within 
which such persons could apply for insurance from 120 days after separation from 
such active service to 1 year after separation from active service, or 1 year after 
the date of enactment of the bill, whichever is the later date, but would require 
evidence of good health satisfactory to the Administrator where the application is 
made more than 120 cays after separation. It is noted that in addition to extend- 
ing the period during which a person may apply for postservice insurance, section 2 
of the bill would grant elizibility for 1 year to a group of persons who have 
heretofore not been elizible for national service life insurance under section 621 of 
the act. Such persons are those veterans who were discharged on or after June 
27, 1950, and more than 120 days prior to April 25, 1951. 

Section 1 of the ‘ill states that national service life insurance may be granted 
‘subject to the limitations specified”’ in section 602 (c) (2) of the act. Since the 
premiums paid for insurance granted to disabled persons bear no relationship to 
the risk incurred or the benefits afforded an existing provision of that section re- 
quires that all premiu s paid on such insurance granted under applications made 
prior to Jaruary 1, 1950, be credited directly to the insurance appropriation 
and any payment of benefits on such insurance be made directly from such appro- 
priation. Although it is apparently intended that the latter provision shall also 
be applicable to insurance issued under this section of the bill to disabled persons, 
it is highly desirable that the bill should clearly and specifically so state, to insure 
that the trust fund will not be impaired 

The Veterans’ Administration has no data upon which to base an accurate 
estimate of the cost of the bill, if enacted. There is no way of knowing how many 
p2rsons eligible thereunder would file application within the 2-year limitation 
povided by section 1 of the bill and of those who did apply how many would have 
a se*vice-incurred disability. Thus, there is no way to estimate the cost of insur- 
ing the disabled lives or the cost of claims resulting from the extra hazard of service. 
Likewise, the number of persons who might apply for insurance under section 2 of 
the bill after the expiration of the 120-day period following discharge and before 
the expviration of 1 year after such date is unknown. However, it can be stated 
that the administrative costs in processing the applications which would be re- 
eeived would be substantial, and that there would be a continuing cost involved in 
the servicing of the policies and in the payment of claims. The Government 
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would be rejyuired to pay all the costs of administration, the cost of clains trace- 
able to the extra hazard of service, and the extra cost of insuring the disabled 
lives. 
Advice has been received from the Bureau of the Budget that the enactment of 
the proposed legislation would not be in accord with the program of the President. 
Sincerely yours, 
Car. R. Gray, Jr., Administrator. 





[No. 67] 
COMMITTEE ON VETERANS’ AFFAIRS, House or REPRESENTATIVES 


V®TERANS’ ADMINISTRATION, 
Washington 26, D Gus May 14, 1953. 
Hon. Evita Nourse Roacers, 
Chairman, Committee on Veterans’ Affairs 
House of Representatives 


a! ashington D5, dD. ot 


Dear Mrs. Rocers: This is in reply to vour request for a report on H. R. 50, 
83d Congress, a bill to amend certain provisio’s of the National Ser ice Life 
Insurance Act of 1940, as amended, to assure th» right to judicial revie v. 

The purpose of the bill is to amend the third proviso of section 602 (n) and sec- 
tion 602 (r) of the National Service Life Insurane> Act of 1940, to assure that. the 
findings of the Administrator of Veterans’ Affairs made under the mentioned see- 
tions would not be final but would be subject to j idicial review. Section 2 of the 
bill would substitute a waiver of premiums in lieu of a lien for premiums as pres- 
ently provided in section 602 (r 

Subject to specific limitations as to time for filing application and other con- 
ditions not material here, the Administrator is authorized under section 602 (n 
of the National Service Life Insurance Act to waive premiums on national service 


life insurance during the continuous total disability of the insured which continues 
or has continued for six or more consecutive months The third proviso of section 
602 (n) reads: “€ Provided fu ther, TI atin any case 1n which th idm nistrator finds 
that the insured’s failure to make timely application for waiver of premiums or his 


—4 





ailure to submit satisfactory evidence of the existence or continuance of total 


disability was due to circumstanees beyond his control, the Administrator may 


grant waiver or continuance of waiver of premiums. {italies supplied.] 
Section 602 (r) in part provides: 
‘In any case in which premiums are not waived under subsection (n) hereof 


solely because the insured died prior to the continuance of total disability for six 
1 facts, satisfacto to the {dministrator of Veterans’ 
Affairs, is filed by the beneficiary with the Veterans’ Administration within one 


vear after the enactment of this amendment, or one vear after the insured’s death, 


months, and proof of sucl 


whichever is the later date, his insurance shall be deemed to be in force at the 
date of his death, and the unpaid premiums shall become a lien against the pro- 
ceeds of his insurance.” Italics supplied. |} 

Section 617 of the National Service Life Insurance Act of 1940, as amended 


July 11, 1942, provided: 

‘In the event of a disagreement as to a claim ari under this Part, suit may 
be brought in the same manner and subject to the same conditions and limitations 
as are applicable to United States Government Life (converted) Insurance under 


the provisions of sections 19 and 500 of the World War Veterans’ Act, 1924, as 





amended: Provided, Thal in any such t the decision of the Administrator as to 

wdiver or nonwaiver of premiums Un le? this Act as now o7 hereafter ame n led shall 
” . 

be conclusive and binding on the court. [Italics suppl a 


Section 617 was amended by section 14 of Public Law 589, 79th Congress, 
approved August 1, 1946, to repeal the underscored proviso. The courts have 
held that the Congress, by repealing the mentioned proviso, intended to make 
the findings of the Administrator of Veterans’ Affairs under section 602 (n) and 
section 602 (r) subject to judicial review. (See United States v. Roberts, 197 Fed. 
(2d) 893, and Jensen v. U.S., 94 Fed. Supp. 468.) The Department of Justice 
has advised the Veterans’ Administration that the decisions in the mentioned 
cases are regarded as correct interpretations of the law and that the jurisdiction 
of the Federal courts in cases falling under the third proviso of section 602 (n) or 
section 602 (r) will not be questioned further. Accordingly, enactment of the bill 
is unnecessary insofar as it purports to authorize judicial review in such matters. 
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It will be noted that section 602 (r) above quoted provides that under the 
conditions specified therein the unpaid premiums shall become a lien against the 
proceeds of the insurance. Section 2 of the bill provides that any case in which 
premiums are not waived on or after September 30, 1944, under subsection (n 
because the insured died prior to the continuance of total disability for 6 
months, and proof of such fact is filed by the beneficiary with the Veterans’ 
Administration within 1 year after the enactment of this amendment, or 1 year 
after the insured’s death, whichever is the later date, his insurance shall be deemed 





solely 





be i ree at the date of his death and the unpaid premiums shall be waived. 
Such Provisions would involve the refund of money withheld fro the proceeds 
of policies matured by virtue of section 602 (r), if the beneficiary files claim with 
the Veterans’ Administration within 1 year after the enactment of the bill It is 
obvious that the retroactive provisions of section 2 would present many adminis- 









trative problems, particular hose involving the adjudication of stale claims 
It is probal inistrative cost of handling such cases will be greatly 
in excess of e benefits provided. The bill would add a new benefit 
for certa hich they are not entitled to under existing law. As no 
provision is made for the payment of such benefit from any appropriation, the 
cos ould fall upon the national service life insurance fund which is maintained 


for the benefit of all policyholder 

The Veterans’ Administration does not have sufficient data on which to estimate 
the benefit cost or the administrative cost of the bill, if enacted 

rhe Bureau of the Budget recommends against favorable consideration of this 





legislation by the committee 
Sincerely yours 


Cart R. Gray, Jr., Administrator 


[No. 68] 
COMMITTEE ON VETERANS’ AFFAIRS, HOUSE OF REPRESENTATIVES 


VETERANS’ ADMINISTRATION, 
Washington 25, D. C., May 145, 1953. 
Hon. Eprru Nourse Roaers, 
Chairman. Committee on Veterans’ A ffa rs, 
H yuse of Repre sentatives, Wash ngqton 25, D C. 

Dear Mrs. Roaers: This is in reply to your request for a report by the Vet- 
erans’ Administration on H. R. 1216, 838d Congress, a bill to authorize payment of 
the servicemen’s indemnity to survivors of members of the National Guard who 
die while engaged in any traning duty under competent orders. 

The purpose of the bill is to provide that the survivors of members of the 
National Guard who die or shall have died on and after June 27, 1950, while en- 
gaged in active or inactive training duty under competent State or Federal orders, 
shall be entitled to the indemnity authorized by the Servicemen’s Indemnity Act 
of 1951 (Public Law 23, 82d Cong.), subject to all the terms and conditions of 
that act not inconsistent with the provisions of the bill. 

H. R. 1216, 83d Congress, is identical to H. R. 4193 and H. R. 8238, bills of the 
82d Congress, on which the Veterans’ Administration rendered reports to the 
Committee on Veterans’ Affairs under dates of September 27, 1951, and June 20, 
1‘ 


) 
152 











2, respectively 

The Servicemen’s Indemnity Act of 1951 (pt. I, Public Law 23, 82d Cong., 
approved April 25, 1951) provides for the payment of an indemnity in the sum of 
$10,000 (reduced by the amount of any national service life insurance or United 
States Government life insurance in force at the time of death) to certain survivors 
of the members of the Army, Navy, Air Force, Marine Corps, Coast Guard, or the 
Reserve components thereof, including the National Guard when called or ordered 
to active duty for 14 days or more, who on or after June 27, 1950, die or shall have 
died in the active service, or within 120 days after release from such service if 
called to active service for a period exceeding 30 days. Persons in the Reserve 
components, including the National Guard, while engaged in aerial flights in 
Government owned or leased aircraft for any period, with or without pay, as rn 
incident to their military or naval training, are deemed to be in active service for 
the purposes of the act. 

The bill, if enacted, would extend the servicemen’s indemnity coverage provided 
by Public Law 23, 82d Congress, to the members of the National Guard who die 


"7 


or shall have died on or after June 27, 1950, while engaged in inactive training 
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duty (i. e., weekly drill periods) or while engaged in active training duty for less 
than 14 days under competent Federal orders, and to members of the National 
Guard while engaged in any training duty (active or inactive for any period of 
time) under competent State orders. It would not provide any benefit for mem- 
bers of the Reserve components of the Army, Navy, Air Foree, Marine Corps, and 
Coast Guard who die while attending weekly drills or other inactive traini1 g duty . 

It is stated on page 9 of the House Report No. 6, 82d Congress, Ist session, 
from the Committee on Veterans’ Affairs, House of Representatives, to accompany 
H. R. 1 (which became the Servicemen’s Indemnity Act of 1951) that 

“The broad coverage of the bill would include * * * persons in the Reserve 
components, including the National Guard, while engaged in aerial flight in 
Government aircraft, regardless of the period of time involved in such duty, 
provided such flights are incident to their military or naval training Members 
of the National Guard, except as noted above, are included only when they are 
called or ordered to active duty or active training duty for a period of 14 days or 
more. A man serving in the National Guard on maneuvers for 2 weeks during 
the summer, for example, would have the protection afforded by this legislation. 
On the other hand, it would not provide protection for members of the National 
Guard who are performing training duty in a drill hall once or twice a month. 
Neither would it give protection to a man injured when the guard was acting as 
an agency of the State in quelling a riot or other disturbance. The committee 
has been advised that any such injuries are compensable under the laws of the 
individual States.” 

The bill, if enacted, would extend the benefit of the Servicemen’s Indemnity 
Act to National Guard men in their capacity as members of the State militia which 
would be beyond the intended scope of the present law as indicated by House 
Report No. 6, supra. The extension of benefits provided for persons on active 








duty in the Armed Forces of the United States to members of the State militia 
presents a question of broad public policy for determination by the Congress. 

According to data received from the National Guard Bureau, there have been 
24 deaths to date which would be covered by the bill. The Bureau did not fur- 
nish identifying information as to such persons. As a consequence we are unable 
to state the extent to which these persons carried Government life insurance. 
However, from data gathered from previous comparable cases, it is likely that such 
insurance, if any, was small. Assuming that the maximum indemnity would be 
payable in each case the total principal sum of the Government’s indemnity 
liability for such deaths would be $240,000. It is, of course, difficult to estimate 
the future cost of the bill with any degree of accuracy because such cost depends 
not onlv on the number of National Guard members not in active Federal service, 
but also on such factors as the age composition of the group, the average time 
spent in weekly training, the type of weekly drill or training, ete. The National 
Guard Bureau has advised that there are at the present time about 256,700 Air 
and Army National Guard members not in such active service. 

The Bureau of the Budget recommends against the favorable consideration of 
this legislation by the committee. 

Sincerely yours, 
Cari R, Gray, Jr., Administrator 





[No. 69] 
COMMITTEE ON VETERANS’ AFFAIRS, House oF REPRESENTATIVES 


VETERANS’ ADMINISTRATION, 
Washington 25, D. C., May 15, 1953 
Hon. Epirn Nourse Roacers, 
Chairman, Committee on Veterans’ Affairs, 
House of Representatives, Washington 25, D. C 

Dear Mrs. Racers: Reference is made to your request for a report on H. R 
419, 83d Congress, a bill to relieve persons in the military service from refunding 
to the United States the amount of life-insurance premiums, and interest thereon, 
guaranteed under the Soldiers’ and Sailors’ Civil Relief Act of 1940 

The purpose of the bill is to provide that the payment of any amount by the 
United States to an insurer on account of defaulted life-insurance premiums, and 
interest on such premiums, the payment of which is guaranteed by the United 
States under article IV of the Soldiers’ and Sailors’ Civil Relief Act of 1940, as 
amended, shall not be deemed to create a lien in favor of, or a debt or other 








1086 BILLS SEEKING TO AMEND THE INSURANCE LAWS 


obligation due to the United States and shall not confer upon the United States 
any right to collect from the insured the amount of such payment. Any such 
amount collected prior to the date of the enactment of the bill from an insured by 
the United States would be refunded to the insured. 

H. R. 419 is identical with H. R. 3869, 82d Congress, on which the Veterans’ 
Administration submitted a report to your committee on September 14, 1951 
Committee Print No. 179), H. R. 1534, 81st Congress, on which the Veterans’ 
Administration submitted a report to your committee on February 8, 1950 (Com- 
mittee Print No. 220), and other bills introduced in earlier sessions of the Congress. 

Article IV of the mentioned act relates to the guaranty by the United States 
of premiums and interest thereon, on commercial life insurance carried by persons 
in the military service of the United States. Such article provides that, upon 
proper application, the premiums and interest thereon, on certain specified types 
of private liie-insurance contracts, not exceeding in an individual case the amount 
of $10,000, shall be guaranteed for the protection period (the period of military 
service and 2 years aiter the expiration thereof), and if the amount so guaranteed 
is not paid prior to the termination of the protection period, the amount then due 
is to be treated by the insurer as a loan on the policy, but if at the end of such 
period the cash-surrender value is less than the amount then due, the United 
States is obligated to pay to the insurer the difference between such amount and 
the cash surrender value. Section 406 of the act, as amended, expressly provides 
that the amount paid by the United States to an insurer on account of applications 
approved under article IV shall become a debt due to the United States by the 
nsured on whose account payment was made 

Entitlement to the insurance benefits of the act is not automatic, but requires 
the filing of written application. Only a small percentage of those engaged in 
military service have heretofore availed themselves of such benefits. ‘This situa- 
tion is apparently the result of the fact that the law merely provides a mora- 
torium on premium and interest payments and Coes not relieve against liability 
for repayment thereof Hence, there was no particular financial advantage to be 
gained in most cases and many inductees who carried private policies having a 
iffciently large loan value to support whatever premiums were ex} ected to be 








defaulted apparently saw no reason to make apy lication, and therefore re.rained 
from doing s Many others, no doubt, preferred to make some sacrifice to carry 
their insurance, rather than create an indebtedness. It is impossible to ascertain 





just how many there were in these 


ups, but it is reasonable to assume that they 
involved 





rge numbers 


lie bill \ iid afiord relief only to those veterans in whose bel alf a cash settle- 
ment is n ade by the Government with their insurers. Hence, its enactment would 
produce inequitakle results as it would discriminate against veterans who did not 
avail tlen selves of the opportunity of applying for such protection, electing to 
pay the pren iunsasthey became due. It would also discriminate against veterans 


O applied tor protection under the act hut whose policies had accumulated 
sufl. cient reserves to cover the premiums. Further, enactment of the bill would 


discrin inate against those veterans who were receiving protection under the act 
and tern inated their protection prior to the automatic expiry date in order to 
reduce their indeLtedness. A number of persons in this group would, in all prob- 

ity, have left their policies under the protection of the act for the full statutory 
period had they known that the Government would pay for the cost of the insur- 
ance, itis reasonable to assume that many other veterans would have applied for 
protection under the act had they known that by so doing they could obtain 
com n ercial insurance at no ultimate cost to themselves. 


Section 604 of the Soldiers’ and Sailors’ Civil Relief Act of 1940, as amended, 
provided that it should remain in force until termination of the war by a treaty 
of peace proclaimed by the President and for 6 months thereafter. The war was 
tern inated on July 25, 1947, as to this act by section 4 of Publie Law 239, 80th 
Congress, approved July 25, 1947. However, section 14 of Public Law 759, 80th 
Congress, approved June 24, 1948 (the Selective Service Act of 1948), provided 
that, notwithstanding the provisions of section 604 of the act of October 17, 1940, 
and the provisions of section 4 of the act of July 25, 1947, all the provisions of the 
Soldiers’ and Sailors’ Civil Relief Act of 1940, as amended, including specifically 
article [V thereof, shall be applicable to all persons in the Armed Forces of the 
United States, the Coast Guard, or the Public Health Service, until such time 
as the Soldiers’ and Sailors’ Civil Relief Act of 1940, as amended, is repealed or 
otherwise terminated by subsequent act of the Congress. 

It is apparent that, under the bill, all persons now in service and those entering 
service prior to the repeal of the Soldiers’ and Sailors’ Civil Relief Act of 1940, 
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as amended, if otherwise qualified, could by application have the Government 
guarantee premiums of their commercial insurance. In cases in which the Gover 
ment was required to pay the premiums, plus interest, there would be no right of 
recoupment 


As to cost, it is estimated that should H 


R. 419 become law the total cost to 


the Government wit respect to refund and releases from obligations to repa 

amounts heretofore guaranteed would be $2,530,000. On tl figure there would 
rh ] . ‘ 7 . 

be superimposed an undeterminable future cost arising out of pr spective applica- 

tions and probable defaults incident to the guaranty of those now or hereinafter 

entering active service 


The Bureau of the Budget recommends against the favorable consideration of 
this legislation by the committes 


Sincerely yours, 


COMMITTEE ON VETERANS’ AFrarrRs, HousE or REPRESENTATIVI 


VETERANS’ ADMINISTRATION, 
Washington 25, D. C.. May 15, 1958. 
Hon. Epitrna Nourse Rocer 
Chairn an, Committee on Veterans’ {1 ffairs. 
House of Representatives, Washington 25, D. ( 


Dear Mrs, Rocers: This is in reply to your request for a report by the 
Veterans’ Administretion on H. R. 547, 83d Congress, a bill to amend the National 
Service Life Insurence Act of 1940 to provide for a refund of } rer ums 1n certall 
cases where the insured feiled to ipy ly for a waiver of uch premiums 

The purpose of the bill is to amend section 622 of the National Service Life 
Insurance Act of 1940, es amended, effective April 25, 1951, by adding a new 
subsection to provide thet any person who (1) fails to apply for the weiver of 
premiums now authorized under the existi 
be sufficient by the Administrator, and (2) makes a written apy licetion under 
the new subsection while in the active service, or within 1 vear after dete of his 
release from active service, shall receive & sum representing the aggregate amount 
of rremiums 7 2id by him 2s a result of such failure to make application for weiver, 
less any dividends attributable to the period for which such refund of }remiums 
is mede and paid to him on the insurance with respect to which he paid such 
premiums 

The bill would require that an application thereunder be meade ‘while in active 





ing section for reasons determined to 





service, or within 1 vear after the date of his releese from active service.’’ The 
bill thus would efford no benefit to | those persons who failed to sry lv for 
waiver but who, upon enactment of the bill will have been separeted from active 


service for more than 1 year, and (2) those persons who died during the period 
when a we.iver could have been in effect. 

Existing provisions of section 622 of the National Service Life Insurance Act 
of 1940, es amended, authorize, uron written applicaticn by the i ired, &a waiver 
of all rremiums on 5-year level premium term netional service life insurence or 
United States Government life insurance, and that portion of any } ermenel 
insurance Premiums representing the cost of the pure insurance risk, becoming 
due efter June 1, 1951, or the first day of the second calendar menth following 
entry into active service, whichever is the later dete, and during the reminder 
of such continuous active service and 120 days thereafter. Election by an insured 
of the rremium waiver benefits of the section renders his contract of insurance 
nonparticipeting Curing the period such premium waiver is in effect. Whenever 
benefits under such insurance become payable because of the meturity cf the 
policy while the insured is entitled to waiver under the section, lisbility for 
payment of such benefits is borne } ! 
added to any reserve of the policy at the time of maturity, will equal the then 
value of such benefits under such policy 

The bill in its present form may be intended to cover only those persons who 
failed to file application for waiver at any time prior to the date of its enactment. 
However, it is subject to the construction that it covers also persons who belatedly 
filed application for waiver, that is, persons who filed applications subsequent to 
the earliest date they could have been granted waiver if they had applied as soon 





1v the United States in an amount which, when 
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as possible under the existing provisions of the law. Should the bill receive further 
consideration, it is suggested that it be clarified as to this aspect. 

On April 30, 1951, the Veterans’ Administration advised the Secretary of 
Defense of the provisions of Public Law 23, 82d Congress, including the provision 
relating to premium waiver under section 622 of the National Service Life Insur- 
ance Act of 1940, as amended. It is understood that the Defense Department 
disseminated such information through official channels to its personnel. As of 
March 31, 1953, approximateiy 2,300,000 applications for waiver under section 
622 have been filed by servicemen. 

The proposed legislation provides that retroactive waiver may be granted 
where failure to apply is due to “reasons determined to be sufficient by the 
Administrator.’’ It would appear that in order properly to administer this 
proposal an allegation to the effect that no information as to waiver was provided, 
or that the applicant was misinformed, or that circumstances beyond the appli- 
cant’s control prevented filing for waiver, would have to be checked and validated. 
These investigations could prove extremely costly and without a sufficient force 
of employees would result in considerable delay in the handling of these refunds. 

The bill does not specifically indicate the source from which the refunds there- 
under are to be paid. However, since the bill would amend section 622 of the 
National Service Life Insurance Act of 1940, as amended, there would be for 
application the provision now contained in that section that 

“The Administrator is authorized and directed to transfer from time to time 
from the national service life insurance appropriation to the national service life 
insurance fund and from the military and naval insurance appropriation to the 
United States Government life insurance fund such sums as may be necessary to 
carry out the provisions of this section.” 

Accordingly, it would appear that the entire cost of the bill, if enacted, would 
be borne by the Government. 

The Veterans’ Administration is unable to furnish a worthwhile estimate of 
the cost of the bill, if enacted. There is no way of knowing the number of 
persons who in the future will enter service and thereafter become eligible for 
benefits under the bill. Also, it would not be possible to estimate the cost with 
respect to those discharged from service or presently in service without a complete 
review of the file in each case and information from the service departments as 
to length of their service. 

Servicemen with a United States Government life insurance term policy 
almost without exception made an eariy application for the section 622 waiver 
benefit. Of the 65,000 servicemen with United States Government life insurance 
permanent policies who have not applied for the section 622 waiver, it may be 
assumed that such application was in most cases disadvantageous in that the 
dividends exceeded the pure insurance risk. It is not known how many of those 
65,000 would be eligible for benefits under the bill, or of those eligible who would 
find it financially beneficial to apply for a refund under the proposal. On the 
other hand, dividends on permanent plans of national service life insurance 
generally have been less than the cost of the pure insurance risk and in most 
instances it would be profitable for such policyholders to appiy for benefits under 
the bill. In all cases eligible holders of 5-year level premium term policies would 
benefit from application under the bill, since the term premiums in all cases 
exceeded the dividends paid. 

Approximately 2,300,000 applications for waiver under section 622 have been 
filed and it is estimated that about 500,000 persons who have been eligible for 
waiver have not filed therefor. Hence, assuming that the bill would cover those 
persons who filed belatedly as well as those who have not filed at any time, it is 
estimated that these is a potential maximum of about 2,800,000 persons who 
presently could be affected by the bill. If 90 percent of these persons would apply 
for consideration under the proposal then approximately 2,500,000 applications 
for refunds would be received at an estimated administrative cost of $6,250,000 
over a 2-year period following enactment of the bill. In view of the fact that the 
bill would apply to those who in the future will enter the Armed Forces, the 
requirements for receipt of an application, verification of the reasons for failure 
to apply, recalculation of dividends, adjustment of accounts and refunds would 
create a continuing substantial administrative cost. 

As indicated above, the. Veterans’ Administration is unable to estimate the 
actual cost of the bill, if enacted; however, in view of the potentially large number 
of cases involved, it is estimated that such cost, all of which would be borne by 
the Government, would be large. 

The Bureau of the Budget recommends against the favorable consideration of 
this legislation by the committee. 

Sincerely yours, Car. R. Gray, Administrator. 
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[No. 71] 
COMMITTEE ON VETERANS’ AFFAIRS, House oF REPRESENTATIVES 
VETERANS’ ADMINISTRATION, 


Washington . we © Vay 15. 1953 
Hon. Epirxh Nourse Rocers 


Cha man, Committee or Veterans Affairs. 
House of Representatives, Washington 25, D. ( 
Dear Mrs. Rocers: Reference is made to your request for a report by the 
Veterans’ Administration on H. R. 4774, 83d Congress. a bill to amend the Na- 


tional Service Life Insurance Act of 1940 to provide for the payment of insurance 


benefits to certain persons not within a class of permitted beneficiaries 
lhe purpose of the bill is to amend section 602 of tl Nation 





I al Service Life 
Insurance Act of 1940, as amended, by adding at the end thereof a new subsection 





aa)’’ to provide that in any case where all or part of insurance which matured 
prior to August 1, 1946, has not been paid because no person within a permitted 
class of beneficiaries survivies to receive such payment and the insured designated 
as a beneficiary a person not within such a permitted class, there shall be paid 
to the person so designated (if he survives to receive it 1) a lump sum equal to 





on would have received during the period after such insurance 
matured and prior to the date of enactment of the bill had he been within one 


the amount such per 


of the permitted classes of beneficiaries, and (2) such amounts, at such times, 
and in such manner, as such person would have been entitled to receive after the 


date of enactment of the bill had he been within one of the permitted classes of 
beneficiaries at the time the insurance matured. 

H. R. 4774 is identical with H. R. 236, 82d Congress, on which the Veterans’ 
Administration submitted a report to your committee under date of June 26, 
1951 Committee Print No 149 

Under the present law, national service life insurance maturing prior to August 
1, 1946, is pavable in installments only to a widow, widower, child, parent, brother, 
or sister, and in the order named unless designated by the insured in a different 
order. The right of any beneficiary to an installment of such insurance is con- 
ditioned upon his being alive to receive it. 

Insurance issued DY the Government in wartime, which affords ful coverage 
at peacetime premium rates, is very largely a gratuits As the premiums 
charged are not sufficient to cover more than a small fraction of the cost, most 
of the losses must be paid from appropriations of public funds. For this reason 
the Congress in providing wartime insurance restricted the use of such funds to 
pay benefits to those persons to whom the veteran may have owed an obligation 
to support. 

The provisions restricting payment of benefits to a permitted class of bene- 
ficiaries were eliminated with regard to insurance maturing on or after August 
1, 1946, thus allowing the insured to designate any person as beneficiary of his 
national service life insurance. This change was made because it would be reason- 
able to expect that after the war the insurance would be largely self-sustaining. 

H. R. 4774, if enacted, would involve payment of national service life insurance 
maturing prior to August 1, 1946, in two types of cases: (1) Those in which no 
person within the permitted class of beneficiaries survived the insured and (2) 
those in which a person within the permitted class of beneficiaries survived the 
insured and received part of the insurance but died prior to payment of the entire 
amount. In the first case, the entire amount would be payable to the named 
beneficiary. In the second case, it is clear that the named beneficiary would be 
entitled to the portion of the insurance not paid to those within the permitted 
class of beneficiaries. However, the Janguage of item 2, lines 6 to 10, page 2, 
of the bill providing for the payment of “such amounts, at such times, and in 
such manner, as such person would have been entitled to receive after the date 
of enactment of this subsection had he been within one of the permitted classes 
of beneficiaries at the time the insurance matured”’ is so broad as to raise a ques- 
tion as to whether the Government would be required to make duplicate pay- 
ments of amounts previously paid to those within the permitted class of bene- 
ficiaries. This issue might require judicial determination. 

Due to the uncertainty of the effects of the bill, the Veterans’ Administration 
is unable to estimate its cost, if enacted. However, the cost of insurance where 
death is not traceable to the extra hazards of service would be borne by the na- 
tional service life insurance fund. 

Because of the adverse effect which the provisions of the bill might have upon 
the national service life insurance fund, it is my belief that enactment of the bill 
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would not serve the best interests of the policyholders for whom such fund is 


The Bureau of the Budget recommends against the favorable consideration 
of this legislation by the committee. 
S cerely yours, 


Cart R. Gray, Jr., Administrator. 


COMMITTEE ON VETERANS’ AFrFratirs, HousEe or REPRESENTATIVES 


VETERANS’ ADMINISTRATION, 
Washington 5: 2: C.. Vay 15, 1958. 
Hon. Epirn Nourse Rocers 
Chairman. Committee on Veterans’ A fiairs, 

He USE of Re Preset? fatives, Vv ashinaton 5 | dD. C. 

Dear Mrs. Rocers: This is in rerly to your request for a report by the 
Veterans’ Administration on H, R. 36, 82d Congress, a bill to amend section 304 of 
the Werld War Veterans’ Act, 1924, relating to reinstatement of war risk yearly 
renews ble term insurence and United States Government life insurance by service- 
connected disabled World Wer I veterans. It will also serve es a reply to your 
request for a report on H, R. 259, 83d Congress, which is identical in purpose with 
H. R. 36. It is noted that the first word in line 1, page 2, of H. R. 259 appears to 
be a tvpograrhical error. 

The y urpose of the bill is to amend section 204 of the World War Veterans’ Act, 
1924, eps amended, effective June 7, 1924, to (1) eliminate interest charges on all 
back monthly premiums paid on insurence reinstated at any time after thet date 
under section 304 thereof where no lien wes esteblished thereunder, and (2) 
eliminete interest charges on liers esteblished under that section from the date of 
incey tien of the lien until Julv 2, 1948, end to charge simple interest thereafter 
at the rete established for United States Government life insurpnce policy loans 
(currently 4 percent). It is rrevided thet any loss to the United Stetes Govern- 
ment life insurance fund resulting from the application of this section shall be 
paid directly from the military and navel insurance approprietion. 

H. R. 36, 83d Congress, is identical with H. R. 1084, 82d Congress, and H. R. 
8075, 8ist Congress, on which the Veterens’ Administration rendered reports to 
your committee under detes of Merch 13, 1951 (Committee Print No. 65), and 
June 9, 1950 (Committee Print No. 274), rest ectively. 

Section 204 of the World Wer Veterans’ Act, 1924, as amended, provides that a 
person uneble to meet the reauired physical condition for reinstatement of insur- 
ance beceuse of a disability resulting from an injury or disease, or of an aggravetion 
therecf, suffered or contracted in the active military or navel service during World 
Wer I, who is not totally and rermenently disabled, may reinstete leysed or 
canceled yearly renewable term insurance (prior to July 2, 1927), or United Stetes 
Government life insurrnee within 2 yeers efter the date of lerse or cancelletion, 
upon epplication and y ayment of ll premiums in arrears with interest et 5 percent 
per annum, compounced annuelly. This section further provides that where, 
vithin 1 yeer after July 2, 1926, all of the requirements for reinstatement of yearly 
renewrble term insurance under this section 2re comfy lied w ith, excert the revment 
of unpaid premiums with interest, and proof satisfactory to the Administrator is 
furnished showing the applicant is unable to pay such premiums with interest, the 
application may be approved, and the amount of the unpaid premiums with inter- 
est shall be placed as an interest-bearing indebtedness against the insurance, such 
indebtedness to bear interest at the rate of 5 percent per annum, compounded 
annually, to be deducted in any settlement thereunder 

Interest at 5 percent per annum, compounded annually, is required in connection 
with unpaid premiums where insurance is continued in effect under section 305 of 
the World War Veterans’ Act, 1924, as amended, when the veteran was suflering 
from a compensable disability for which compensation was not collected at the 
time of lapse of his insurance and was or is entitled to uncollected compensation 
at the time of death or permanent total disability. Interest at 5 percent per 
annum, compounded annually, is also required with respect to premiums waived 
under section 306 of the act, as amended, where the veteran is (1) hospitalized for 
a compensable disability; or (2) rated temporarily totally disabled from a com- 
pensable disability; or (3) mentally incompetent and without a guardian. Since 
the bill would apply only to section 304 of the World War Veterans’ Act, 1924, as 
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amended, the provision to eliminate or reduce interest charges on back premiums 



































r unpaid premiums on Insurance reinstated thereunder would be discriminatory 
against those charged interest under section 305 or 306 of the act It would also 
I liscriminatory against those charged interest on regular poliev loans W hile 
such interest is presently 4 percent, prior to August 1, 1946, it was 5 percent, and 

efore Julv 19, 1939, it was 6 percent (compounded annua 

Before a li could be established under section 304. ear pplicant was required 
to in affida givi proot of his l to pay the re ¢ of reinstate- 

( rt ufidavit inetu 1 the following direct 

request. that the | e due he place 1 le , +t + i 
; : . { t at the rate of five per « 1 
i} m e fi day o he montl i ited 
| ‘ dness and rest to be deducted fron smount of ce in 
Vv Se ( ( thereunae 
When these liens were thus ¢ blished provis made to permit p n t 
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1 3 n ca vould requir ( ymmputation ot t a ( ri ip 

of accrued amounts, or an increase | nonthly 1 
The bil ould also require a ret ymputation of t ( Li Lie lapsed 
and surre ered insurances In some cases tl I value as recomputed 
ight extend the insurance suffic ly so that it \ ‘ I if e time 
permanent total disability or « ! | h ca { bill would 
be the s lement value of the insurance In surrender cases there ld be ar 
crease in the settlement by the amount of excess interest charges paid (see (2) 
} ¢ or ¢ ( if m ft 7 serve 5 i Ve 
If the bill is enacted, the administrative cost involved in the recomputation of 
the values of insurances ed under section 304, and the payment of the 
sums indicated for each case, would be extremely ea , especial 1 cases 
where beneficiaries have died and their estates mi nave » be re 
The Veterans’ Admin stration is unable to esti e total cost f the | ill, 

f enacted, without review of all cases ir I reinstatem t under section 504, 
and recomputations of the values of each contract r the ter of the bill 
It is, of course, not known how many persons would ir e fut reinstate under 

ection 304, if the bill is enacted, who would not ot { reinstate thereunder, 
but it is estimated that ich number would be nall 

As to the liens outstanding it is estimate that the indebtedne under section 

004 18s now approximately f the bill is enacted, it is estimated that 
such indebt d ess would |} to a $1.12 \) as of the present time, 

r $950,000 as of July 2, 1948 Phi the ne f the bill, if enacted, 

vould be approximately $1,300,000, p! ‘ juction in the future earned n me 
from $121,250 (5 percent of $2,425,000 ull npaid, to 
$38,000 (4 percent of $950,000) without any 5 intere re- 
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‘ 
payments of section 304 liens are credited to miscellaneous receipts, this cost 
would be a loss to the Treasury. 
As the bill provides that any loss to the United States Government life insurance 
fund shall be paid directly from the military and naval insurance appropriation, 
no part of the cost resulting from its enactment would be borne by the policy- : 
holders 
The Bureau of the Budget recommends against the favorable consideration of 
this legislation by the committee 
Sincerely yours, 
Caru R. Gray, Jr., Administrator. 
[No, 73] 
COMMITTEE ON VETERANS’ ArrarRs, House oF REPRESENTATIVES r 
VETERANS’ ADMINISTRATION, 
Washington 25. D. C., May 15, 1958. 
Hon. Epira Nourse RoGeErs, 
Chairman. Committee on Veterans’ A ffairs, © 
House of Re presentatives, Washington 25, D. C. 
Dear Mrs. Rocers: This is in reply to your request for a report by the Vet- 
erans’ Administration on H. R. 1259, 83d Congress, a bill to amend the National 
Service Life Insurance Act of 1940 and the Servicemen’s Indemnity Act of 1951 
to provide for lump-sum payments to certain beneficiaries under those acts. 
Section 1 of the bill, if enacted, would authorize the payment of national service 
life insurance maturing prior to August 1, 1946, ina lump sum. Section 2 pro- 
vides that the payment of the servicemen’s indemnity shall be made in a lump 
sum when the insured has so specified in writing. As the two sections are not 
directly related, each will be discussed separately in the following comments of 
this report. 
SECTION 1 
The purpose of section 1 of the bill is to amend the National Service Life Insur- 
ance Act of 1940, as amended, to provide that the beneficiary, whether o1 not the 
first beneficiary (of insurance maturing prior to August 1, 1946) shall have the 
right to elect at any time to receive in one sum that part of the proceeds of the 
insurance which remains unpaid. Further, the Administrator of Veterans’ Affairs 
would be required to send by registered mail addressed to the last-known address 
of each beneficiary of insurance which matured prior to August 1, 1946, a notice 
explaining such right of election 
Section 1 of H. R. 1259, 83d Congress, is identical in purpose with H. R. 335 
82d Congress, on which the Veterans’ Administration rendered a report to your 
committee under the date of May 1, 1951 (Committee Print No. 111). 
Under the present law, national service life insurance maturing prior to Au- 
gust 1, 1946, is payable in installments only to the widow, widower, child, parent, 
brother, or sister of the insured. With respect to insurance maturing on or after 
August 1, 1946, there is no restricted permitted class of beneficiaries and the 
insurance may be payable either in installments or in a lump sum, at the election : 
of the insured 
nder the provisions of the National Service Life Insurance Act of 1940, as 
amended, the premium rates for the standard policies of insurance are the net 
rates based upon the American Experience Table of Mortality and interest at the 5 
rate of 3 percent perannum. ‘This table is based upon peacetime experience only 
and does not include any extra charge for the war hazards covered by the insurance. 
Experience clearly demonstrat that insurance issued by the Government in 
wartime, which affords full coverage at peacetime premium rates, is very largely 
a gratuity As the contributions of the insured are not sufficient. to cover more ' 
than a small fraction of the cost, most of these losses must be paid from appro- ; 


priations of public funds. Therefore, it was apparently deemed appropriate by 
the Congress to limit payment of certain insurance benefits to cases in which the 
insured was survived by relatives within the permitted class, above specified, and 


then only in cases in which such relatives survived to receive the insurance install- 


ments as they became payable. Section 1 of the bill, if enacted, would authorize, 
at the option of the present beneficiary, payment of the entire proceeds of the 
insurance in alump sum. Payment in such manner of insurance maturing prior 


to August 1, 1946, would be inconsistent with this established principle with respect 
to wartime insurance 
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Insurance is a contract issued pursuant to law and settlement thereof should be 
made in the manner provided in the con-ract Applicants for insurance are pre- 
sumed to know the beneficiary provisions and many of them named contingent 
beneficiaries, based upon the assumption that the period of payments certain, as 
originally prescribed, would afford protection to such persons in the event of the 
death of the principal beneficiary. Under section 1 of the bill, the principal bene- 
ficiary would be permitted to elect to receive payment in a lump sum and thereby 
wholly eliminate the potential rights of contingent beneficiaries. The legality of 
such action is questionable. Such a result would, as stated above, be in conflict 
with the principles underlving the present provisions of the National Service Life 
Insurance Act, which limit the right of election so as not to disturb contingent 
rights. 

It is evident that section 1 of the bill, if enacted, would open the way to adverse 
selection as it would afford an election to be exercised at the option of the bene- 


ficiary. It should be exvlained in this connection that a fundamental factor in 
the computation of an annuity involving a life contingency is that the mode of 
payment would continue throughout life without change At least part of the 


increased cost of the results of such adverse selection would be borne bv the 
national service life insurance fund. é 
This portion of the bill provides that the one-sum payment to be made there- 
under shall be computed by subtracting from the net value of the insurance upon 
maturity the aggregate of all payments made to beneficiaries on account of such 
insurance Under the present law, with respect to insurance maturing on or sub- 
sequent to August 1, 1946, in any case in which the beneficiary is entitied to a 
lump-sum settlement but elects some other mode of settlement and dies before 
receiving all the benefits due and payable under such mode of settlement, the 
present value of the remaining unpaid amount is payable to the estate of the 
beneficiary; in any case in which the beneficiary is not entitled to receive a lump- 
sum settlement, and such beneficiary dies before receiving all the benefits due 
and payable, the commuted value of the insurance remaining unpaid is payable 


in one sum to the estate of the insured No payments are made of any amount 
which would escheat. The proposal in section 1 of th bill to allow the bene- 
ficiarv during his or her lifetime to elect to receive in one sum the net value of 
the insurance upon maturity less the aggregate of all payments made to the bene- 
ficiaries on account of such insurance would not be in harmony with the principles 


governing lump-sum settlements of insurance maturing on or after August 1, 1946, 
above referred to 

The Veterans’ Administration has no data upon which to base an estimate of 
the cost of section 1 of the bill, if enacted, because it is not possible to determine 
how many of those eligible for lump-sum payments would avail themselves of 
the opportunity. 

The premiums paid on national service life insurance, together with the earnings 
thereon, constitute a trust fund maintained for the so henefit of the policy- 
holders of such insurance. It is my belief that the enactment of section 1 of 
H. R. 1259 would not serve the best interests of the polievholders for whom such 
fund is maintained. 

SECTION 2 


The purpose of section 2 of the bill is to amend the Servicemen’s Indemnity 
Act. of 1951 to provide that the indemnity shall be paid to the beneficiary or 
beneficiaries in one sum if the insured has so specified in writing 

Part I, Public Law 23, 82d Congress, approved April 25, 1951 (Servicemen’s 
Indemnity Act of 1951), provides for the payment of a maximum of $10,000 
automatic gratuitous indemnity (reduced by the amount of any national service 
life insurance or United States Government life insurance in force at the time of 
death) for death in active service and under other specified 
indemnity is payable in equal monthly installments of 120 in number, with 
interest at the rate of 24 percent per annum, and only to the surviving spouse, 
child or children, parent, brother, or sister of the insured. The insured has the 
right to designate the beneficiary or beneficiaries of the indemnity within the 
classes provided, to designate the proportion of the principal amount to be paid 
to each, and to change the beneficiary or beneficiaries without the consent thereof, 
but only within the classes provided. If the designated beneficiary or bene- 
ficaries do not survive the insured, or if none has been designated, the Adminis- 
trator is authorized to make payment of the indemnity to the first eligible class 
of beneficiaries according to the order set forth above, and in equal shares if the 
class is composed of more than one person. Any installments of an indemnity 
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Advice has been received from the Bureau of the Budget that there is no : 


obiection to the submission of the adverse report to the committee. 


Gray, Jr., Administrator. 
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[No. 74] 
COMMITTEE ON VETERANS’ AFFAIRS, HOUSE OF REPRESENTATIVES 


VETERANS’ ADMINISTRATION, 
WW ashington 25, D. Gu May 14, 1958. 
Hon. EpirH Nourse RocGers, 
Chairman, Committee on Veterans’ Affa 


House of Represe ntalives, Wash ngton 25, dD. “5. 


Dear Mrs. Rocers: This is in reply to your request for a report by the Vi 
erans’ Administration on H. R. 2278, 83d Congress, a bill to amend certain 
provisions of the National Service Life Insurance Act of 1940, as amended, and 
the Servicemen’s Indemnity Act of 1951 

Che purposes of the bill are (1) to provide for replacement of 5-year level pre- 
mium term insurance, the term of which expires within 120 days after dischar; 
from service after April 25, 1951; (2) to provide for automatic renewal of term 
insurance (which is under premium waiver during active service and 120 day 
thereafter), the term of which expires within 120 days after discharge from 
service after April 25, 1951, and to waive premiums thereon for the remainder 
of such 120-day period under section 622 of the National Service Life Insuraneé 
Act of 1940, as amended; (3) to provide that the United States shall bear the 
excess losses resulting from the issue or reinstatement of insurance, without 
medical examination, under section 5 of the Servicemen’s Indemnity Act; and 

t) to prevent further payment of servicemen’s indemnity to any parent not 
designated as beneficiary or contingent beneficiary by the insured, who shall 
have abandoned the insured and who shall have remained in abandonment as 
of the date of death of the insured, and to adjust payments of benefits in such 
cases. 

The Servicemen’s Indemnity Act of 1951 (pt. I, Public Law 23, 82d Congress, 
approved April 25, 1951) provides for the payment of a free indemnity in the 
maximum amount of $10,000, reduced by the amount of any national service 
life insurance or United States Government life insurance in force at the time of 
death, for death in active service on or after June 27, 1950, or within 120 days 
after release from such service if called to active service for a period exceeding 
30 days, and under other specified conditions. 

Section 5 of the Servicemen’s Indemnity Act provides, in part, that any person 
in the active service, who is insured under a permanent plan of national service 
life insurance or United States Government life insurance, may elect to surrender 
such contract for its cash value, and within 120 days after separation from active 
service be granted, without medical examination, the same type, plan, and 
amount of insurance so surrendered, or may reinstate such insurance upon pay- 
ment of the required reserve and the premium for the current month. Any per- 
son in the active service having insurance on the 5-year level premium term 
plan, the term of which expires while the person is in active service after April 
25, 1951, may, upon application made within 120 days after separation from 
service, payment of premiums and evidence of good health satisfactory to the 
Administrator, be granted an equivalent amount of insurance on the 5-year level 
premium term plan at the rate for his then attained age Waiver of premiums 
under the National Service Life Insurance Act of 1940, as amended, may not 
be denied in any case of issue or reinstatement of insurance on a permanent plan 
under this section in which it is shown to the satisfaction of the Administrator 
that total disability of the applicant commenced prior to the date of his appli- 
cation 

The Insurance Act of 1951 (pt. II, Public Law 23, supra), among other things, 
added section 622 to the National Service Life Insurance Act of 1940, as amended, 
to provide, in part, that after April 25, 1951, any person while in active service 
for a continuous period in excess of 30 days who is insured under national service 
life insurance or United States Government life insurance shall be entitled, upon 
written application, to a waiver of all premiums on 5-year level premium term 
insurance, becoming due after the first day of the second calendar month following 
the date of enactment (April 25, 1951), or the first day of the second calendar 
month following entry into active service . whichever is the later date, and during 
the remainder of such continuous active service and 120 days thereafter. If the 
term of any 5-year level premium term insurance on which premiums have been 
waived under this section expires while the insured is in active service, such term 
is automatically renewed for an additional 5-year period and the premiums due 


at the then attained age are waived as provided above 
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It will be noted from the above that present law limits replacement of expired 
term insurance to that which expires while the insured is in the active service. 
The bill would amend section 5 of the Servicemen’s Indemnity Act to permit 
replacement of such insurance which expires within 120 days after discharge from 
service. Also, present law limits automatic renewal of terin insurance which is 
under premium waiver pursuant to section 622 of the National Service Life 
Insurance Act of 1940, as amended, to insurance the term of which expires while 
the insured is in the active service. The bill would provide an automatic renewal 
under section 622 of term insurance which expires within 120 days after discharge 
from service 

Although section 3 of the bill is intended to relieve the national service life 
insurance fund and the United States Government life insurance fund of excess 
losses resulting from the issue or reinstatement of insurance, without medical 
examination, under section 5 of the Servicemen’s Indemnity Act, it would not 
be possible in all cases without a physical examination to determine the condition 
of the insured’s health at the time the insurance is issued or reinstated, for the 
yurpose of fixing future liability on the funds or the appropriations. There will 
ye some cases in which the Veterans’ Administration from the evidence filed in 
connection with a claim, or from compensation or military records, can deter- 
mine whether the injury or disease which resulted in total permanent disability 
or death of the insured existed at the time the insurance was issued or reinstated, 
but there will undoubtedly be other cases where no such determination can be 
made. In such latter cases, there would be no factual basis for charging losses to 
the appropriation rather than to the national service life insurance fund or the 
United States Government life insurance fund. In any event, it is probable that 
a large percentage of disabled persons so insured within 120 days following dis- 
charge may be suffering from a disability that is traceable to the extra hazards 
of military or naval service. In such cases existing provisions of law would 
relieve the trust funds of the liability arising fron insuring impaired lives. 

Section 4 of the bill would amend section 3 of the Servicemen’s Indemnity Act 
to preclude payment of the indemnity to parents, not designated as beneficiary 
by the insured, who shall have abandoned the insured and who shall have remained 
in abandonment as of the date of his death. Such amendment would not require 
the discontinuance of an indemnity award for any period prior to receipt in the 
Veterans’ Administration of evidence of such abandonment, nor require duplicate 
payments of benefits in any case. While there is a basis in principle for declaring 
forfeiture in the case of parents who abandon the serviceman during his minority 
and remained in abandonment as of the date of his death, it would be extremely 
difficult in many instances to ascertain the facts thereof and an extensive investi- 
gation would be necessary before a proper determination could be made in such 
cases. The operating costs of the Veterans’ Administration would be increased 
and settlement of indemnity claims would in certain cases be delayed. This 
section contains no definition of abandonment and does not establish any standards 
which may be used to determine whether or not the parent had abandoned the 
serviceman and had remained in abandonment until the date of his death. Fur- 
ther, there is no requirement that the original abandonment must have occurred 
prior to the time the serviceman attained his majority. 

If the bill is enacted, sections 1 and 2 thereof would create little or no cost to 
the Government. As to section 3, with respect to the United States bearing the 
excess losses resulting from issue or reinstatement of insurance under section 5 
of the Servicemen’s Indemnity Act, without medical examination, there is no 
data available upon which to base an estimate of such cost, but it is believed that 
such cost would be small. Section 4, which would prevent payment to parents 
who were in abandonment at the time of death, might result in some small savings 
to the Government due to the fact that payment of indemnity may be barred 
in some cases; however, this would be offset to some extent by an increase in 
administrative cost. 

Advice has been received from the Bureau of the Budget that there would be 
no objection to the submission of the report to the committee. 

Sincerely yours, 
Car R. Gray, Jr., Administrator. 
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[H. R. 24, 83d Cong., Ist ses 


A BILL To amend the World War Veterans Act, 1924, as amended, to mature United States Government 
life insurance when the insured becomes seventy years of age 


Be it enacted by the Senate and House of Re presentatives of the United States of 
America in Congress assembled, That a new section is hereby added to title II] 
of the World War Veterans Act, 1924, as amended, to be known as section 314 
and to read as follows: 

“Sec. 314. Any person having United States Government life insurance in 
force on his seventieth birthday shall be deemed to be permanently and totally 
disabled on and after such date for insurance purposes,” 


[H. R. 36, 83d Cong., 1st sess.] 


A BILL To amend section 304 of the World War Veterans’ Act, 1924, relating to reinstatement of war risk 
yearly renewable term insurance and United States Government life insurance by service-connected 


disabled World War I veterans 


Be it enacted by the Senate and the House of tep esentatives of the United States of 
America in Congress assembled, That, effective June 7, 1924, section 304 of the 
World War Veterans’ Act, 1924, as amended, is hereby amended to read as follows: 

“Sec. 304. In the event that all provisions of the rules and regulations other 
than the requirements as to physical condition of the applicant for insurance have 
been complied with an application for reinstatement, in whole or in part, of lapsed 
or canceled yearly renewable term insurance or United States Government life 
insurance (converted insurance) hereafter made may be approved if made prior 
to July 3, 1927, or within two years after the date of lapse or cancellation: Provided, 
That the applicant’s disability is the result of an Mjury or disease, or of an aggrava- 
tion thereof, suffered or contracted in the active military or naval service during 
World War I: Provided further, That the applicant during his lifetime submits 
proof to thedirector showing that he is not totally and permanently disabled. 
As a condition, however, to the acceptance of an application for the reinstatement 
of lapsed or canceled yearly renewable term insurance, where the requirements as 
to the physical condition of the applicant have not been complied with, or, for 
the reinstatement of the United States Government life insurance (converted 
insurance), the applicant shall be required to pay all the back monthly premiums 
which would have become payable if such insurance had not lapsed: Provided 
further, That where all of the requirements for reinstatement of yearly renewable 
term insurance under this section are complied with prior to July 3, 1927, except 
the payment of premiums, and proof satisfactory to the director is furnished 
showing the applicant is unable to pay such premiums or some part thereof, the 
application may be approved: Provided further, That the amount of unpaid 
premiums as provided in this section shall be placed as a non-interest-bearing 
indebtedness against the insurance until July 2, 1948, and thereafter as an interest- 
bearing indebtedness against the insurance, such indebtedness to bear simple 
interest at the rate established for United States Government life insurance policy 
loans, to be deducted in any settlement thereunder: Provided further, That no 
yearly renewable term insurance shall be reinstated after July 2, 1927: And 
provided further, That any loss to the United States Government life-insurance 
fund resulting from the application of this section shall be paid directly from the 
military and naval insurance appropriation.” 


[H. R. 50, 83d Cong., Ist sess.] 


A BILL To amend certain provisions of the National Service Life Insurance Act of 1940, as amended, to 
assure the right to judicial review 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That the third proviso of section 602 (n) of the 
National Service Life Insurance Act of 1940, as amended, is hereby amended, 
effective as of October 8, 1940, to read as follows: ‘Provided further, That in any 
case in which the insured’s failure to make timely application for waiver of pre- 
mium or his failure to submit satisfactory evidence of the existence or continuance 
of total disability was due to circumstances beyond his control, waiver or con- 
tinuance of waiver of premiums may be granted:”’. 
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Re t enacied by the Senate and Hou & oF Renpre sentatives of the United States of 
America in Congress assembled, That section 619 of the National Service Life 








Insurance Act of 1940, as amended, is hereby amended by inserting after the 
words Servicemen’s Indemnit' Act of 1951.”’ the words section 310 of the 
Worid War Veterans’ Act, as amended,”’ and by inserting the figure ‘602 
( 2),”’ before the figure ‘‘620” 

H. } Rd t se 
A BILL To amend certa pro the Nat il Se ce I Insurance Act of 1940, as amended, to 


Re t enacted b J the senate and Ho ise of Re presentatives of the United States of 
Ame “ain Congress assembled, That the third proviso of section 602 (n) of the 
National Service Life Insurance Act of 1940, as amended, is hereby amended, 
effective as of October 8, 1940, to read as follows: ‘‘Provided further, That in any 
case in which the insured’s failure to make timely application for waiver of 
premiums or his failure to submit satisfactory evidence of the existence or con- 
tinuance of total disability was due to circumstances beyond his control, waiver or 
continuance of waiver of premiums may be granted:” 

Sec. 2. Section 602 (r) of the National Service Life Insurance Act of 1940, ¢ 
amended, is hereby amended, effective as of September 30, 1944, to read as 
follows 


r) In any case in v 
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1. which premiums are not waived under subsection (n) hereof 
the insured died prior to the continuance of total disability for six 
months, and proof of such facts is filed by the beneficiary with the Veterans’ 
Administration within one year after September 30, 1944, or one year after the 
insured’s death, whichever is the later date, his insurance shall be deemed to be 
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“Sec. 304. In the event that all provisions of the rules and regulations other 
than the requirements as to physical condition of the applicane for insurance 
have been complied with an application for reinstatement, in whole or in part, 
or lapsed or canceled yearly renewable term insurance or United States Govern- 
ment life insurance (converted insurance) hereafter made may be approved if 
made prior to Julv 3, 1927, or within two years after the date of lapse or cancella- 
tion: Provided, That the applicant’s disability is the result of any injury or 
disease, or of an aggravation thereof, suffered or contracted in the active military 
or naval service during World War |: Provided further, That the applicant during 
his lifetime submits proof satisfactory to the director showing that he is not total 
and permanently disabled \s a condition, however, to the acceptance of and 
application for the reinstatment of lapsed or canceled vearly renewable term 
insurance, where the requirements as to the physical condition of the applicant 
have not Reen complied with, or, for the reinstatment of the United States Gov 
ernment life insurance (converted insurance), the applicant shall be required to 
pav all the back monthly premiums which would have, become payable if such 
insurance had not lapsed: Provided further, That where all of the requirements for 
reinstatement of vearly renewable term insurance under this section are complied 
with prior to July 3, 1927, except the payment of premiums, and proof satisfactory 
to the director is furnished showing the applicant is unable to pay such premiums 
or some part thereof, the application may be approved: Provided further, That 
the amount of unpaid premiums as provided in this section shall be placed as a 
non-interest-bearing indebtedness against the insurance until July 2, 1948, and 
thereafter as an interest-bearing indebtedness against the insurance, such 
debtedness to bear simple interest at the rate established for United States Gov 
ernment life insurance policy loans, to be deducted in any settlement thereunde 


ly 





Provided further, That no vearly renewable term insurance shall be reinstated 
after July 2 And prot ded fu ther, ‘h an tos to the | nited State 
Government life-insurance fund resulting from the application of this section 


shall be paid directly from the military and naval insurance appropriation.” 


A BILL Creating a Veterans’ Insurance Corporation in the Veterans’ A tration to ¢ 
functions with respect to Government life insuranee { nat | service insu 
Be it enacted by the Senate and House of Renresentat of the United States of 
Ame a in Congress assembled, That (a) this Act may be cited as tl Veterans’ 
Insurance Corporation Act”’. , 
b) Section 101 of the Government Corporation ( trol Act (U.S. C., title 31 


sec. 846) is amended by inserting after “Smaller War Plants Corporation;” thi 
words ‘Veterans’ Insurance Corporation.” 


CREATION OF CORPORATION AND PURPOSES AND OBJECTS OF CORPORATION 


Sec. 2. (a) There is hereby created within the Veterans’ Administration a 
body corporate with the name Veterans’ Insurance Corporation (hereinafter 
called the ‘“‘Corporation’’) 

(b) Effective sixty days after the date of the enactment of this Act, all func- 
tions of the Administrator of Veterans’ Affairs in respect to United States Gov- 
ernment life insurance under title III of the World War Veterans’ Act, 192-4, as 
amended and supplemented, and all functions of the Administrator of Veterans’ 
Affairs under the National Service Life Insurance Act of 1940, as amended and 
supplemented, shall be vested in the Veterans’ Insurance Corporation. The 
Secretary of the Treasury is authorized and directed to transfer to the Corpora- 
tion the United States Government Life Insurance Fund and the National Service 
Life Insurance Fund, and thereafter all moneys accruing to such funds shall be 
paid to the Corporation. 

(c) The enforceable claims of or against the Administrator of Veterans’ Affairs 
in respect of the functions transferred to the Corporation by this section shall 
become the claims of or against, and may be enforced by or against the Corpora- 
tion. No suit, action, or proceeding by or against the Administrator of Veterans’ 
Affairs or the United States in respect of any such functions shall abate by reason 
of the transfer of such functions, but such suit, action, or proceeding shall be 
continued by or against the Corporation. 

(d) The principal office of the Corporation shall be located in the District of 
Columbia, but the Corporation may establish branch offices at such other places 
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in the United States as the President of the Corporation shall deem necessary for 
the conduct of its business. 
(e) The Corporation shall have succession until it is dissolved by Act of 
Congress 
GENERAL CORPORATE POWERS 


Sec. 3. (a) Subject to the provisions of the Government Corporation Control 
Act, as amended, and the other provisions of this Act, the Corporation shall have 
power 

1) to adopt, alter, and use a corporate seal; 

2) to adopt, amend and repeal bylaws, rules, and regulations governing 
> conduct of its business; 
3) to purchase, lease or otherwise acquire, own, hold, maintain, use, 
operate, sell, lease, or otherwise dispose of property, real or personal; tangible 
or intangible; 

(4) To accept gifts and contributions of services or property, real or per- 
sonal, tangible or intangible, to aid it in carrying out its purposes under 
this Act; 

(5) to make and perform contracts and agreements with any agency o1 
instrumentality of the United States or any Territory, dependency, or 
possession thereof, any State, any political subdivision of any of the foregoing, 
or any person, firm, association, or corporation; 

(6) without regard to the provisions of any of the civil-service laws now 
or hereafter applicable to officers and employees of the United States, to 
select and employ officers, attorneys, agents, and emplovees, to define their 
duties and establish a system of organization which shall fix their responsi- 
bilities and promote efficiency, to fix and pay their compensation, and to 
require bonds of any of them in its discretion and pay the premiums therefor; 

(7) to determine the necessity for and the character and amount of its 
expenditures and the manner in which they shall be incurred, allowed, paid, 
and accounted for, without regard to the provisions of any other laws gov- 
erning the expenditure of public funds; and to make final and conclusive 
settlement and adjustment of any claims by or against the Corporation or 
the accounts of its fiscal officers; 

(8) tosue and be sued, to complain and to defend, in any court of competent 
jurisdiction, Federal], State, or local: Provided, That for the purposes of 
venue in civil actions the Corporation shall be deemed to be a resident of 
the District of Columbia; and 

9) to take all such actions as it shall deem nec iry or appropriate in 
the exercise of the powers granted to it by this or any subsequent Act of the 
Congress 


tl 


(b) There are authorized to be appropriated to the Corporation such sums as 
may be necessary to pay its administrative expenses. 

Sec. 4. (a) The business of the Corporation shall be managed by the President 
of the Corporation, with the advice of a Board of Directors. The Administrator 
of Veterans’ Affairs, ex officio, shal! be the President and chief executive officer 
of the Corporation. The Board of Directors of the Corporation shall consist of 
the Administrator of Veterans’ Affairs, ex officio, who shall be Chairman, and of 
four other persons who shall be appointed by the Administrator of Veterans’ 
Affairs. The Board shall meet for organization purposes upon call of the Chair- 
man, who shall call all subsequent meetings until bylaws governing its meetings 
shall have been adopted by the Board. ‘Thereafter, all meetings of the Board 
shall be called and held as provided in the bylaws. <A majority of the members 
of the Board shall constitute a quorum for the transaction of business 

(b) The members of the Board, each of whom shall be a citizen of the United 
States, shall be appointed upon the basis of proven ability, experience, reputation, 
and standing, without regard for political affiliation or any other qualification of 
a political nature. Before entering upon the duties of his office, each Director 
shall take an oath to support the Constitution of the United States and to discharge 
faithfully and impartially the duties imposed upon him by this Act. The term of 
office of each Director appointed by the Administrator of Veterans’ Affairs shall 
be four years commencing with the date of his appointment, except that, of the 
Directors first appointed by the Administrator after the enactment of this Act, 
one shall be appointed for a term of one year, one for a term of two years, one for 
a term of three years, and one for a term of four years, the term of each to be 
designated at the time of appointment. Upon the expiration of his term of 
office, a Director may continue in office until his successor is appointed and 
qualified. Directors shall be eligible for reappointment. Whenever a vacancy 
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shall occur in an office of Director other than by expiration of term, the person 
appointed to fill such vacancy shall hold office only for the unexpired portion of 
the term of his predecessor. Each Director, including the Chairman, shall 
receive a Director’s fee of $ for each meeting of the Board attended by him, 
and a per diem allowance of $ per day for time spent by him on special service 
for the Corporation at the request of the Board. 

(c) The President of the Corporation shall transmit to the Congress and to the 
President of the United States, semiannually as of June 30 and December 31 of 
each year and within ninety days thereafter, a complete and detailed report of 
the operations of the Corporation during the six months next preceding the date 
thereof. 

Sec. 5. (a) The President of the Corporation shall select, appoint, and fix the 
compensation of an Executive Vice President (who shall also be general manager), 
and of all other officers of the Corporation; and all officers of the Corporation shs all 
serve at the pleasure of the President of the Corporation. 

(b) In the appointment and promotion of all officers, attorneys, agents, and 
employees of the Corporation, no political test or qu: lification shall be permitted 
or given consideration, but all such appointments and such promotions shall be 
given and made upon the basis of merit and efficiency. If the President of the 
Corporation shall be found by the President of the United States to have violated 
the provisions of this subsection he shall be removed from office by the President 
forthwith, and any appointee of the President of the Corporation who shall be 
found by him to have violated the arene of this subsection shall be removed 
from office by the President of the Corporation forthwith. 

(c) No Director, officer, attorney, agent, or e mployee of the Corporation shall 
participate in any manner, directly or indirectly, in the deliberation upon or the 
determination of any question by the Corporation affecting his personal interests 
or the interests of any corporation, partnership, or association in which he is 
directly or indirectly interested. 

(d) All Directors, officers, attorneys, agents, and employees of the Corporation 
shall be reimbursed by the Corporation for reasonable expenses, including travel 
and subsistence expenses, necessarily paid by them in the performance of their 
duties for the Corporation, without regard to the Subsistence Expense Act of 
1926, as amended, or the Standardized Government Travel Regulations. 

Sec. 6. (a) Whoever makes any statement knowing it to be false for the pur- 
pose of influencing in any way the action of the Corporation, or for the purpose of 
obtaining for himself or another, money, property, or anything of value under 
this Act or under any other Act applicable to the Corporation, shall, upon convic- 
tion thereof, be punished by a fine of not more than $10,000 or by imprisonment 
for not more than five years, or both 

b) Whoever, being connected in any capacity with the Corporation (1) 
embezzles, abstracts, purloins, or willfully misapplies any money, funds, securities, 
or other things of value, whether belonging to the Corporation or pledged or 
otherwise entrusted to it; or (2) with intent to defraud the Corporation or any other 
body, politic or corporate, or any individual, or to deceive any officer, auditor, or 
examiner of the Corporation, makes any false entry in any book, report, or state- 
ment of, or to, the Corporation, or draws any order, or issues, puts forth, or assigns 
any note or other obligation or draft, mortgage, judgment, or decree thereof; or 
(3) with intent to defraud the Corporation, participates or shares in, or receives 
directly or indirectly any money, profit, property, or benefits through any trans- 
action, loan, commission, contract, or any other acts of the Corporation, shall, 
upon conviction thereof, be punished by a fine of not more than $10,000 or by 
imprisonment for not more than five years, or both. 

(c) Whoever shall willfully steal, conceal, remove, dispose of, or convert to his 
- n use or that of another any property owned or held by, or mortgaged or pledged 
to, the Corporation, shall, upon conviction thereof, be punished by a fine of not 
more than $10,000 or by imprisonment for not more than five years, or both. 

(d) Whoever conspires with another to accomplish any of the acts made un- 
lawful by the preceding provisions of this section shall, upon conviction thereof, 
be subject to the same fine or imprisonment, or both, as is applicable in the case 
of conviction for doing such unlawful acts. 

(e) All the general penal statutes relating to crimes and offenses against the 
United States shall apply with respect to the Corporation, its property, money, 
contracts and agreements, employees, and operations, except that such general 
penal statutes shall not apply to the extent that they relate to crimes and offenses 
punishable under subsections (a), (b), (c), and (d) of this section. 

Sec. 7. The right of the Congress to alter, amend, or repeal this act is hereby 
expressly reserved. * 
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H. R. 419, 838d Cong., 1st sess.] 


A BILL To relieve persons in the military service from refunding to the United States the amount of life- 
insurance premiums, and interest thereon, guaranteed under the Soldiers’ and Sailors’ ¢ ivil Relief Act 
{194 


Be it enacted by the Senate and House of Representatives of the United States of 
{merican in Congress assembled, That the pay ment of any amount by the United 
States to an insurer on account of defaulted life-insurance premiums, and interest 
‘+h premiums, the payment of which is guaranteed by the United States 
under article IV of the Soldiers’ and Sailors’ Civil Relief Act of 1940, or under 
article IV of such Act as amended by the Soldiers’ and Sailors’ Civil Relief Act 
Amendments of 1942, shall not be deemed to create a lien in favor of, or a debt 
or other obligation due to, the United States and shall not confer upon the United 
States any right to collect from the insured the amount of such payment. Any 
such amount heretofore collected from an insured bv the United States under 
article IV of the Soldiers’ and Sailors’ Civil Relief Act of 1949, or under article IV 
of such Act as amended by the Soldiers’ and Sailors’ Civil Relief Act Amendments 
of 1942, shall be refunded to the insured. 


oO! Sli¢ 


[H. R. 547, 83d Cong., 1st sess.] 


A BILL To amend the National Service Life Insurance Act of 1940 to provide for a re fund of premiutns in 
certain cases where the insured failed to apply for a waiver of such premiums 

Be it enacted by the Senate and House of Represe ntatives of the United States of 
America in Congress assembled, That section 622 of the National Service Life 
Insurance Act of 1940 is amended by inserting ‘‘(a)” after “Src. 622.” and by 
adding at the end thereof the following new subsection: 

“(b) Notwithstanding subsection (a) of this section, any person who (1) fails 
to apply for a waiver of premiums under such subsection (a) for reasons deter- 
mined to be sufficient by the Administrator, and (2) makes a written application 
under this subsection while in active service, or within one year after the date of his 
release from active service, shall receive a sum representing the aggregate amount 
of premiums paid by him as a result of such failure to make application for waiver, 
less any dividends attributable to the period for which such refund of premiums is 
made and paid to him on the insurance with respect to which he paid such pre- 
miums 


Sec. 2. The amendments made by this Act shall take effect as of April 25, 1951. 


H.R 83d Cong., Ist se 


lo amend the National Service Life Insurance Act of 1940 and the Servicemen’s Indemnity Act 


of 1951 to provide for lump-sum payments to certain beneficiaries under those Acts 
I I 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Conaress ass¢ bled, That section 602 (h) of the National Service Life 
Insurance Act of 1940 is amended by renumbering paragraph (3) as paragraph (4) 
and by inserting after paragraph (2) the following new paragraph: 
3) (A) The beneficiary, whether or not the first beneficiary, shall have 
right to elect at any time to receive in one sum that part of the proceeds 
of the insurance which remains unpaid. Such part shall be computed by 
subtracting from the net value of the insurance upon maturity the aggregate 
of all payments made to the beneficiaries on account of such insurance. 

‘“(B) The Administrator is directed to send to each beneficiary of insurance 
which matured prior to August 1, 1946, a notice explaining the right of elec- 
tion granted by subparagraph (A). Such notice shall be sent by registered 
mail addressed to the last known address of the addressee.”’ 

Sec. 2. Section 4 of the Servicemen’s Indemnity Act of 1951 is amended by 
inserting before the period at the end thereof the following: “‘; except that such 
indemnity shall be paid to the beneficiary or beneficiaries in one sum if the insured 
has so specified in writing.”’ 
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{H. R. 1261, 83d Cong., Ist sess.] 


A BILL To provide that policies of United States Government life insurance and national service life 
insurance shall be incontestable for fraud after two years 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That section 602 (w) of the National Service 
Life Insurance Act of 1940, as amended (38 U. 8. C. 802 (w)), is hereby amended 
to read as follows: 

“(w) Subject to the provisions of section 612 of the National Service Life 
Insurance Act of 1940, as amended, all contracts or policies of insurance heretofore 
or hereafter issued, reinstated, or converted shall be incontestable from the dat« 
of ,issue, reinstatement, or conversion except (1) for nonpayment of premiums 
(2) on the ground that the applicant was not a member of the military or naval 
forces of the United States; or (3) for fraud, provided, it is asserted by the Vet- 
erans’ Administration in a registered letter mailed to the insured at his last known 
address within two years after the date of issue, reinstatement, or conversion, or 
two vears after the date of this amendatory Act, whichever is the later.”’ 

Sec. 2. That portion of section 307 of the World War Veterans Act, 1924, as 
amended (38 U. 8. C. 518), which precedes the first proviso is hereby amended to 
read as follows: ‘‘All contracts or policies of insurance heretofore or hereafter 
issued, reinstated, or converted shall be incontestable from the date of issue, 
reinstatement, or conversion, except (1) for nonpayment of premiums; (2) on 
the ground that the applicant was not a member of the military or naval forces of 
the United States; or (3) for fraud, provided, it is asserted by the Veterans’ 
Administration in a registered letter mailed to the insured at his last known ad- 
dress within two years after the date of issue, reinstatement, or conversion, or 
two years after the date of this amendatory Act, whichever is the later; and sub- 
ject to the provisions of section 23’’. 


{H. R. 1538, 83d Cong., Ist sess.) 
A BILL To restore the right of certain veterans to apply for insurance 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That section 619 of the National Service Life 
Insurance Act of 1940, as amended, is hereby amended by inserting after the words 
“Servicemen’s Indemnity Act of 1951,” the words “section 310 of the World War 
Veterans’ Act, 1924, as amended,” and by inserting the figure ‘602 (c) (2),’’ before 
the figure ‘'620’’. 


[H. R, 1545, 83d Cong., Ist sess.] 


A BILL To waive the payment of premiums on Government life insurance and national service life 
insurance policies for certain aged and destitute veterans 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That the Veterans’ Administration is authorized 
and directed to make regulations whereby the payment of premiums on United 
States Government life insurance, national service life insurance, and converted 
insurance policies may be waived and the insurance may be deemed not to have 
lapsed in the case of persons who (1) have attained the age of seventy; (2) have 
paid premiums for twenty-five or more years; and (3) are financially unable to 
continue payments on their policies: Provided, That all premiums, the payment 
of which when due are waived as herein provided, shall be deducted from the 
insurance in any settlement thereunder or when the same matures either because 
of permanent total disability or death. 


[H. R. 1546, 88d Cong., 1st sess.] 
A BILL To provide paid-up insurance for certain aged veterans 


Be it enacted by the Senate and House of Represenatives of the United States of 
America in Congress assembled, That every United States Government life insur- 
ance, national service life insurance, or converted insurance policy shall be con- 
sidered fully paid and no further premiums collected thereon in all cases where the 
insured has attained the age of seventy years and has paid premiums for twenty- 
five years or more. 





1104 BILLS SEEKING TO AMEND THE INSURANCE LAWS 


H. R. 1859, 83d Cong., Ist sess.] 


A BILL To provide for the waiver of premiums on the National Service Life Insurance and United States 
Government life (converted) insurance issued to certain former servicemen who are disabled 


Be it enacted by the Senate me House of Representatives of the United States of 
America wn Congress asse mbl ed Ths at sec tion 602 (n) of the Nz ational Se rvice Life 
Insurance Act of 1940, as amended. is hereby amended (1) by inserting ‘‘or 
during any period when the insured is entitled to compensation for a disability, 
rated as 30 per centum or more disabling, under part I or part II of Veterans 
Regulation Numbered 1 (a), as amended,” after ‘‘during the continuous total 
disability of the insured,’’, and (2) by inserting ‘‘or that the insured is no longer 
entitled to compensation for a disability, rated as 30 per centum or more disabling, 
under part [ or part Il of Veterans Regulation Numbered 1 (a), as amende d,’ 
after ‘‘In the event that it is found that an insured is no longer totally disabled,’ 

Sec. 2. Section 306 of the World War Veterans’ Act, 1924, as amended, is 
hereby amended (1) by striking out ‘‘Sec. 306. The’ and inserting in lieu thereof 
“Sec. 306. (a) Except in the case of persons entitled to a waiver of premiums 
under subsection (b) of this section, the’’: (2) by redesignating ‘‘(a)’’, “(b)”, 


” > 


and ‘‘(e)’’, as ‘*(1)’’, ‘*(2)’’, and ‘‘(3)’’, respectively; and (3) by adding at the 


end thereof the following new subsection: 

““(b) Upon application by the insured and under such regulations as the 
Administrator may promulgate, payments of premiums on United States Gov- 
ernment life (converted) insurance may be waived during the continuous total 
disability of the insured, or any period when the insured is entitled to compensa- 
tion for a disability, rated as 30 per centum or more disabling, under part I or 
part Il of such regulation, which disability continues or has continued for six 
or more consecutive months, if such disability commenced (1) subsequent to the 
date of his application for such insurance, (2) while such insurance was in force 
under premium-paying conditions, and (3) prior to the insured’s sixtieth birthday. 
The Administrator shall not grant waiver of any premium becoming due more 
than one year prior to the receipt in the Veterans’ Administration of application 
for the same, except as hereinafter provided Any premiums paid for months 
during which waiver is effective shall be refunded. The Administrator shall 
provide by regulation for examination or reexamination of an insured claiming 
benefits under this subsection, and may deny benefits for failure to cooperate. 
In the event that it is found that an insured is no longer totally disabled, or that 
| ired is no longer entitled to compensation for a disability, rated as 30 per 

or more disabling, under part I or part II of Veterans Regulation Num- 

led F premiums shall cease as of the date of such 

| ! by payment of premiums 

any Administrator finds that 

failure to make timely application for waiver of premiums or his 

submit satisfactory evidence of the existence or continuance of total 

\ for a disability, rated as 30 per 

centum or more disabling, under part I or part IT of Veterans Regulation Num- 

bered 1 (a), as amended, was due to circumstances beyond his control, the Admin- 

istrator may grant waiver or continuance of waiver of premiums. In the event 

of death of the insured without filing application for waiver, the beneficiary, 

within one year after the death of the insured, or, if the beneficiary be insane or 

a minor, within one year after the removal of such legal disability, may file 

application for waiver with evidence of the insured’s right to waiver under this 

subsection. The premium rate shall be calculated without charge for the cost 

of waiver of premiums herein provided and no deduction from benefits otherwise 
payable shall be made on account thereof.” 

Sec. 3. The amendments made by this Act shall apply only with respect to 
premiums becoming due on and after the date of enactment of this Act. 


or of his entitlement to compensation 


[H. R. 1993, 83d Cong., 1st sess.] 


A BILL To amend certain provisions of t National Service Life Insurance Act of 1940, as amended, to 
assure the right to judicial review 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That the third proviso of se ction 602 (n) of the 
National Service Life Insurance Act of 1940, as amended, is hereby amended, 








| 
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effective as of October 8, 1940, to read as follows: ‘‘Provided further, That in any 
case in which the insured’s failure to make timely application for waiver of 
premium or his failure to submit satisfactory evidence of the existence or con- 
tinuance of total disability was due to circumstances beyond his control, waiver 
or continuance of waiver of premiums may be granted:’’. 

Sec. 2. Section 602 (r) of the National Service Life Insurance Act ef 1940, 
as amended, is hereby amended to read as follows: 

r) In any case in which premiums are not waived on or after September 30, 
1944, under subsection (n) hereof solely because the insured died prior to the 
continuance of total disability for six months, and proof of such facts is filed by 
the beneficiary with the Veterans’ Administration within one year after the 
enactment of this amendment, or one year after the insured’s death, whichever 
is the later date, his insurance shall be deemed to be in force at the date of his 
death, and the unpaid premiums shall be waived: Provided, That if the beneficiary 
be insane or a minor, proof of such facts may be filed within one year after removal 
of such legal disability.”’ 


[H. R, 2126, 83d Cong., Ist sess.] 
A BILL To amend subsection 602 (j) of the National Service Life Insurance Act of 1940, as amended 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That subsection 602 (j) of the National Service 
Life Insurance Act of 1940, as amended, is hereby amended to read as follows: 

j) (1) The commuted value of any installments certain of insurance remain- 
ing unpaid at the death of the last beneficiary specified in subsection 602 (h) (3) 
shall be paid to the estate of such beneficiary or, if no beneficiary specified in 
subsection 602 (h) (3) survives the insured, the commuted value of the insurance 
shall be paid to the estate of the insured: Provided, That in no event shall there 
be any payment to the estate of the beneficiary or the insured of any sums unless 
it is shown that any sums paid will not escheat. 

(2) This subsection, as amended, shall be applicable only to insurance which 
matured between October 8, 1940, and August 1, 1946.” 





[H. R. 2146, 83d Cong., Ist sess.] 


A BILL To authorize the issuance of national service life insurance to 


certain veterans who apply therefor 
during the calendar year 1954 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That, notwithstanding the provisions of section 
619 of the National Service Life Insurance Act of 1940, as amended, upon applica- 
tion in writing made during the calendar year 1954, insurance may be granted 
under section 602 (c) (2) of the National Service Life Insurance Act of 1940, as 
amended, subject to the limitations specified in such section, except that for the 
purposes of issue or reinstatement of insurance under section 602 (c) (2) of the 
National Service Life Insurance Act, as amended, the Administrator shall not 
deny that the applicant is in good health because of any disability or disabilities 
less than total in degree resulting from or aggravated by active service during 
the period specified in such section. 


[H. R. 2278, 83d Cong., Ist sess.] 


A BILL To amend certain provisions of the National Service Life Insurance Act of 1940, as amended, and 
the Servicemen’s Indemnity Act of 1951 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That the fourth sentence of section 5 of the 
Servicemen’s Indemnity Act of 1951 (38 U. 8. C. 854), is amended to read as 
follows: ‘‘Any person having United States Government life insurance or National 
Service Life Insurance on the five-year level premium term plan, the term of 
which expires while such person is in active service after April 25, 1951, or within 
one hundred and twenty days after separation from such active service, shall, upon 
application made within one hundred and twenty days after separation from 
service, payment of premiums and evidence of good health satisfactory to the 
Administrator, be granted an equivalent amount of insurance on the five-year 
level premium term plan at the premium rate for his then attained age.” 
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2. The second proviso of section 622 of the National Service Life Insur- 

Act of 1940, as amended (38 U. 8. C. 823), is hereby amended to read as 

Provided further, That if the term of any five-year level premium term 

insurance on which premiums have been waived under this section expires while 

the imsured is in active service or within one hundred and twenty days after 

separation from such service, such term shall be automatically renewed for an 

additional five-vear period and the premiums due at the then attained age shall 
be waived as provided above:’’. 

Sec. 3. Section 5 of the Servicemen’s Indemnity Act of 1951 (Part I, Publie 
Law 23, Fighty-second Congress), is amended, effective April 25, 1951, by adding 
at the end thereof a new sentence to read as follows: ‘“‘The United States shall 
bear the excess losses resulting from the regranting or reinstating of insurance 
under this section without medical examination, as such losses may be determined 
by the Administrator.”’ 

Sec. 4. (a) Section 3 of the Servicemen’s Indemnity Act of 1951 (Part I, 
Public Law 23, Fighty-second Congress), is amended, effective April 25, 1951, 
by adding after the word ‘rson’’ and before the period at the end of the last 
sentence thereof, the following: ‘‘, or to any parent, not designated as beneficiary 
or contingent beneficiarv bv the insured, who shall have abardoned the insured 
and who shall have remained in abandonment as of the date of the death of the 
insured”’. 

(b) The amendment made by subsection (a) of this section to section 3 of the 
Servicemen’s Indemnity Act of 1951, shall not be construed (1) to require the 
discontinuance of any indemnity award for any period prior to the receipt in the 
Veterans’ Administration of evidence of such abandonment, or (2) to require 
duplicate payments of benefits in anv case. 


| 
I 


[H. R. 2339, 82d Cong., Ist ses 


4 BILL To provide a one-year period during which certain veterans may be granted United States 
(r ernment life (converted) insurance or National Service Life Insurance, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That section 619 of the National Service Life 
Insurance Act of 1940, as amended, is hereby amended by inserting ‘‘(a)’’ imme- 
diatelv after “Sec. 619’ and by adding at the end thereof the following new 
subsection: 

b) Notwithstanding the provisions of subsection (a), anv person who, prior 
to April 25, 1951 
1) was entitled to be granted United States Government life (converted) 
insurance under the provisions of section 310 of the World War Veterans’ 
Act, 1924, as amended, shall be granted United States Government life 
converted) insurance under the provisions of such section, or 
2) was entitled to be granted National Service Life Insurance under the 
provisions of section 602 (c) (2) of this Act, as amended, shall be granted 
National Service Life Insurance under the provisions of such section. 
if he makes application therefor within one year after the date of enactment of this 
subsection.’’ 

Sec. 2. Section 602 (c) (2) of the National Service Life Insurance Act of 1940, 
as amended, is hereby amended by striking out “January 1, 1950” and bv inserting 
in lieu thereof ‘‘within one vear after the date of enactment of section 619 (b) of 
this Act 


A BILL To provide for the issuing of policies of national] service life insurar to certain veterans 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That section 619 of the National Service Life 
Insurance Act of 1940, as amended (38 U.S. C., sec. 820), is amended by inserting 
“(a)”? immediately after “Src. 619.” and by adding at the end thereof the following: 

“(b) Notwithstanding the provisions of subsection (a), any person who, prior 
to April 25, 1951, was entitled to be granted national service life insurance, shall, 
if he makes application therefor within one year after the date of enactment of 
this subsection, be granted such insurance on the five-year level premium term 
plan under the provisions of section 602 (c) (2) of the National Service Life 
Insurance Act of 1940, as amended (38 U. 58. C., sec. 802 (c) (2)), upon payment 
of one extra monthly premium at the premium rate for the age nearest the birthday 
anniversary of the applicant at the time the policy becomes effective. For the 
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purpose of granting insurance applied for under this subsection, the Adminis- 
trator shall not deny that the applicant is in good health because of any disability 
or disabilities, less than total in degree, resulting from or aggravated by active 
service. In any case in which insurance is granted by reason of the immediately 
preceding sentence, the premiums paid on such insurance, and the extra monthly 
premium paid under this subsection, shall be eredited directly to the national 
service life-insurance appropriation, and any payments of benefits on such insur- 
ance shall be made directly from such appropriation. In all other cases, extra 
monthly premiums paid under this subsection shall be deposited and covered into 
the Treasury to the credit of the National Service Life Insurance Fund.” 

Sec. 2. Section 602 (e) (2) of the National Service Life Insurance Act of 1940, 
as amended (38 U. 8. C., sec. 802 (c) (2)), is amended by striking out “September 
2, 1945” and inserting in lieu thereof ‘“‘April 24, 1951’’. 


A BILL To authorize the issue of United States Government life insuranc nd national service life 
insurance under certain circumstance nd for other purposes 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That notwithstanding the provisions of section 
619 of the National Service Life Insurance Act of 1940, as amended, upon applica- 
tion made in writing within two years after the date of this amendatory Act, 
insurance may be granted under section 310 of the World War Veterans’ Act, 
1924, as amended, or section 602 (c) (2) of the National Service Life Insurance 
Act of 1940, as amended, subject to the limitations specified in such sections, 
except that for the purposes of issue or reinstatement of insurance under section 
602 (c) (2) of the National Service Life Insurance Act, as amended, the Admini 
trator shall not deny that the applicant is in good health because of any disability 
or disabilities less than total in degree resulting from or aggravated by active 
service during the period specified in such section 

Sxec. 2. The first sentence of section 621 (a) of National Service Life Insurance 
Act of 1940, as amended, is hereby amended to read as follows: ‘‘Any person 
entitled to indemnity protection under section 2 of the Servicemen’s Indemnit 
Act of 1951 who is ordered into active service for a period exceeding thirty days 
shall, upon application in writing made (1) within one hundred and twenty days 
after separation from such active service without medical examination, or (2 
within one year after separation from active service or one vear after the date of 
enactment of this amendatory Act, whichever is the later date, and evidence of 
good health satisfactory to the Administrator, and in either case, payment of 
premiums as hereinafter provided, be granted insurance by the United States 
against the death of such person occurring while such insurance is in foree.”’ 





[H. R. 3198, 83d Cong., Ist sess.; 


A BILL To amend Public Law 23, Eighty-second Congress, April 25, 1951, to authorize payment of United 
States Government life insurance or national service life insurance, in addition to the $10,000 indemnity 
provided under said Act 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That the first sentence of section 5 of Public Law 
23, Eighty-second Congress, April 25, 1951, is hereby amended to read: 

“The automatic indemnity coverage authorized by section 2 shall be payable 
in addition to any United States Government life insurance or national service 
life insurance in force at the time of death except that the indemnity shall be 
reduced by the amount of any such insurance on which premiums were being 
waived under section 622 of the National Service Life Insurance Act, as amended, 
at the time of death.”’ 





[H. R. 3418, 83d Cong., Ist sess.] 


A BILL To provide waiver of premiums on national service life insurance policies for certain disabled 
veterans 

Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That section 602 (n) of the National Life Insurance 
Act of 1940, as amended, is amended by adding the following words immediately 
following the first proviso: ‘(and (3) prior to the insured’s sixtieth birthday) 
except in the case of those persons called into active duty after attaining the age 
of sixty years’’. 
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H. R. 3838, 83d Cong., Ist sess.] 


A BILL To extend the gratuitous insurance benefits granted by subsection 602 (d) of the National Service 





Life Insurance Act of 1940, as a parents of certain deceased members of the Armed Forces 
without any requir ent as to the dependency of such parents, and for other purposes 
B t enacted by the S ate a i] e of Re entatia of the United States of 





America in Congress assembled, That subsection 602 (d) (2) of the National Service 
Life Insurance Act of 1940, as amended, is amended by adding after subpara- 
graph (C) thereof the following new subparagraph: 

D) If no widow, widower, child, or dependent mother or father entitled 
thereto, to the nondependent mother or father of the insured, if living, in equal 
shares: Provided, That this subparagraph shall be deemed to be in effect as of 
October 8, 1940: Provided furthe That, notwithstanding the limitations of sub- 
section (5) hereof, a claim filed under this amendatory Act within two years after 
the date of its enactme: ull | ulid.”’ 

H, | 843, 83d Cor Ist se 
A BILL To] r e benofi ‘ t beneficiaries of members 
the Ari Forces who have been missing in action for over one year 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That (a) in the administration of the Servicemen’s 
Indemnity Act of 1951 (38 U.S. C., sees. 851-858 

(1) if any member of the Armed Forces who has served in Korea (as that 
area is defined in Executive Order 10195, approved December 20, 1950) 
has been officially determined to have been absent in a status of missing or 
missing in action after June 27, 1950; 
2) if such member is continued by the appropriate department of the 
Armed Forces in the status of missing or missing in action on the date of 
enactment of this Act, or on that date which is twelve months after the 
first day on which the last absence of such member commenced, whichever 
date is the later; 
3) if such member was entitled to indemnity protection under the 
Servicemen’s Indemnity Act of 1951 on the date of commencement of ab- 


sence; and 





(4) if on the later of the dates described in paragraph (2) any beneficiary 
of such indemnity is a dependent of such member 

the Administrator of Veterans’ Affairs shall pay indemnity to each such dependent 
beneficiary under the Servicemen’s Indemnity Act of 1951, in the amounts to 
which such beneficiary would be entitled if such member had died in the active 
service on the date of enactment of this Act or on that date which is twelve months 
after the first day on which the last absence of such member commenced, which- 
ever date is the later. 

b) Any payments made because of subsection (a) shall be recovered from the 
recipient beneficiaries as are overpayments of indemnity, if it is later established 
that the missing member is living or held the status of missing or missing in action 
because of mutiny, treason, spying, or desertion; except that no such recovery 
shall be made if such recovery would defeat the purpose of the benefits authorized 
by the Servicemen’s Indemnity Act of 1951, or would be against equity and good 
conscience. No disbursing or certifying officer shall be held liable for any amount 
paid to any person where the recovery of such amount is waived under this 
subsection, 

Sec. 2. In the administration of the laws relating to United States Government 
life insurance and national service life insurance 
1) if any member of the Armed Forces who has served in Korea (as that 
area is defined in Executive Order 10195, approved December 20, 1950), 
has been officially determined to have been absent in a status of missing or 
missing in action for twelve consecutive months or more after June 27, 1950; 
(2) if such member is continued by the appropriate department‘ of the 
Armed Forces in the status of missing or missing in action on the date of 
enactment of this Act, or on that date which is twelve months after the first 
day on which the last absence of such member commenced, whichever date 
is the later; 





(3) if such member had outstanding a policy of national service life 
insurance or United States Government life insurance on the date of com- 
mencement of absence; and 
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1) if on the later of the dates described in paragraph (2) any beneficiary 
under such policy is a dependent of such member; ; 
the Administrator of Veterans’ Affairs shall pay benefits to each such dependent 
beneficiary under such policy, in the amounts to which such beneficiary would be 
entitled if such member had died in the active service on the date of enactment 
of this Act or on that date which is twelve months after the first dav on which 
the last absence of such member commenced, whichever date is the later he 
liability for payment of such benefits shall be borne by the United States as if 
such member had died as the result of injury traceable to the extra hazard of 
military or naval service 
b) Any payments made because of subsection (a) shall be recovered from t 
recipient beneficiaries as are overpayments of insurance benefits, it is later 
established that the missing member is living or held the status of missing 
missing in action because of mutiny, treason, spying, or desertion; except that 
no such recovery shall be made if such recovery would defeat the purpose ofthe 
benefits authorized by the laws relating to insurance administered by the Veterans’ 
Administration, or if such recovery would be against equity and good conscience 
No disbursing or certifying officer shall be held liable for any amount paid to any 
person where the recovery of such amount is waived under this subsection 
(c) Where recovery of a payment made from the national service life insurance 
fund is waived under subsection (b), the national service life insurance fund sha 
be reimbursed for the amount of such payment from the current appropriation 
for national service life insurance 
Sec. 3. For the purposes of this Act, the term ‘‘dependent’’, with respect to a 
member of the Armed Forces, means 

(1) the wife; 

2) a child if below the age of twenty-one years (including a stepchild or 
adopted child, and an illegitimate child if the latter was designated as a 
beneficiary by the insured); and 

3) the mother or father, if dependent within the meaning of paragraph 
IV of part I of Veterans Regulation Numbered 1 (a 





[H. R. 4041, 83d Cong., Ist sess.] 


4 BILL To provide that certain holders of national service life insurance or United States Government 
insurance shall have the premiums on such policies waived for the remainder of their lives 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That the National Service Life Insurance Act of 
1940, as amended, is amended by adding after section 622 the following new 
section: 

“Src. 623. (a) Any person insured under national service life insurance or 
United States Government life insurance who has reached sixty vears of age and 
has paid premiums on such insurance for twenty years, shall be entitled, upon 
written application, to a waiver of all premiums coming due after the first day of 
the second calendar month following the date on which he has both reached sixty 
years of age and paid premiums for such insurance for twenty years, and during 
the remainder of his life. 

““(b) If the term of any five-year level premium term insurance on which pre- 
miums have been waived under this section expires during the period when such 
premiums are waived, such term shall automatically be renewed for an additional 
five-year period and the premiums due at the then attained age shall be waived 
as provided in this section. 

“(e) The election by an insured of the premium waiver benefits under this sec- 
tion shall thereby render his contract of insurance nonparticipating during the 
period such premium waiver is in effect. 

‘‘“(d) Wherever benefits under such insurance become payable because of the 
maturity of such policy of insurance during the period when such premiums are 
waived, liability for payment of such benefits shall be borne by the United States 
in an amount which, when added to any reserve of the policy at the time of ma- 
turity, will equal the then value of such benefits under such policy. Where life 
contingencies are involved in the calculation of the value of such benefits, the 
calculation of such liability shall be based upon mortality tables which the Admin- 
istrator may prescribe with interest at the rate of 24 per centum per annum as to 
insurance issued under sections 620 and 621 of this Act and at the rate of 3 per 
centum per annum as to all other national service life insurance and 3) per centum 
per annum as to United States Government life insurance. 
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e) The Administrator is authorized and directed to transfer from time to time 
from the national service life insurance appropriation to the national service life 
insurance fund and from the military and naval insurance appropriation to the 
United States Government life insurance fund such sums as may be necessary to 
carry out the provisions of this section.” 

Src. 2. Each person who has made premium payments prior to the date of 
enactment of this Act, which are waived by the amendment made by the first 
section of this Act, shall be paid, in one lump sum, by the United States, an 
amount equal to the total amount of such waived premium payments. 


H. R. 4084, 83d Cong., Ist se 
A BILL To amend certain provisions of the National Service Life Insurance Act of 1940, as amended 


Be it enacted by the Senate and House of Re presentatives of the United States of 
America in Congress assembled, That section 602 (d 2) of the National Service 
Life Insurance Act of 1940 is hereby amended, effective as of October 8, 1940, to 
read as follows: 


2) Any person in the active service on or after October 8, 1940, who, while 


in such service and before April 20, 1942, or within one hundred and twenty days 
after entrance into active service and prior to September 3, 1945, dies or has died, 
in line of duty (ineluding death resulting from disease or injury incurred in line 
of duty), without having in force at the time of such death insurance under the 

r Risk Insurance Act, as amended, the World War Veterans’ Act, 1924, as 
amended, or this Act, in the aggregate amount of at least $5,000 shall be deemed 
to have applied for and to have been granted insurance as of the date of entry 
into active service or October 8, 1940, whichever is later, in an amount suffi- 
regate $5,000 payable as provided in section 602 (h), except that 
‘reunder shall be made only to the following beneficiaries and in the 








cient to ag 
payments | 
order named 
\) to the widow or widower of the insured, if living and while unre- 
married 
“(B) if no widow or widower entitled thereto, to the child or children of 
the insured, if living, in equal shares; or 
““(C) if no widow or widower entitled thereto, or child, to the mother or 
father of the insured, if living, in equal shares: 
Provided, That if such person serving as a flying cadet or aviation student, Navy 
or Army, between October 8, 1940, and June 3, 1941, the date of approval of Public 
Law Numbered 97 and Public Law Numbered 99, Seventy-seventh Congress, dies 
as the result of an aviation accident incurred in line of duty while in such active 
service, such person shall be deemed to have applied for and to have been granted 
an aggregate amount of insurance of not less than $10,000. Any additional insur- 
ance granted by virtue of this proviso shall be payable in the manner provided by 
this section.” 
Src. 2. Section 602 (d) (3) (A) of the National Service Life Insurance Act of 
1940 is hereby amended effective as of October 8, 1940, to read as follows: 

3) (A) Any person in the active service who on or after October 8, 1940, 
and prior to April 20, 1942, or within one hundred and twenty days after entrance 
into active service, and prior to September 3, 1945, becomes or has become 
totally disabled as a result of injury or disease incurred in line of duty and such 
disability continues without interruption for a period of six months or until 
death intervening prior to the end of such six months’ period without having in 
force at time of incurrence of such disability at least $5,000 insurance issued 
inder the War Risk Insurance Act, as amended, or the World War Veterans’ 
Act, 1924, as amended, or this Act, shall be deemed to have applied for and to 
have been granted, effective as of the commencement of such total disability 
national service life insurance in an amount which, together with any sueh insur- 
ance then in force, shall aggregate $5,000 and such gratuitous insurance shall 
continue in force without payment of premiums until six months after the insured 
ceases to be totally disabled or until one year after the date of enactment of this 
amendatory Act, whichever is the earlier date: Provided, That such protection 
shall cease and terminate unless within such period such disabled person shall 
make application in writing for continuance of all or any part of such insurance 
and shall submit evidence satisfactory to the Administrator of entitlement to 
waiver of premiums under section 602 (n) of this Act or tender the premiums 
thereafter becoming due: Provided further, That waiver of premiums under 
section 602 (b) shall not be denied under this subsection on the ground that 


ou 
i¢ 
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total disability commenced prior to the effective date of such insurance: And 
provided further, That anyone who applied for and was issued insurance after 
becoming totally disabled, and but for such application would be entitled to 
insurance hereunder, shall have the right, upon application within the time and 
in the manner as above limited, to elect to surrender insurance applied for and to 
be issued insurance hereunder, or if such insurance shall have lapsed without 
election, such person shall be considered subject in all r spects to the provisions 
of this subsection, as hereby amended, but policies issued hereunder shall be 
effective from date of surrender or lapse of policy previously issued.”’ 


H. R. 4117, 83d ¢ ‘ 
A BILL To extend the time within which former prisoners of war may apply for and be granted waiv of 
premiums and total disability benefits under United States Government life rance na il 





ervice life insurance 


Be it enacted by the Senate and House of Re presentalives of the United States of 
America in Congress assembled, That section 311 of the World War Veterans’ Act 


1924, as amended (38 U. 8. C. 512b), is herebv amended bv inserting after the 
third sentence thereof the following sentence: ‘‘Notwithstanding the provisions 
of any contract issued pursuant to this section, in anv case in which an insured 


becomes or has become totally disabled while in a prisoner-of-war status the bene- 
fits of this section mav relate back to the first dav of the fifth consecutive month of 
continuous total disability, provided claim therefor is filed within one year after 
the date of this amendatory Act or within one vear after the insured’s release f1 

a prison r-of-war status, whichever is the later date.’’ 

Src. 2. Seetion 602 (n) of the National Service Life Insurance Aet of 1940, as 
amended (38 U.S. C. 802 (n)), is herebv amended bv adding before the last pre 
thereof the following: ‘‘Provided further, That in anv case in which an insured 
becomes or has become totally disabled while in a prisoner-of-war status and such 
disability continues or has continued for six or more consecutive months, the bene- 
fits of this subsection may relate back to the beginning of such continuous total 


VISO 








disability, provided claim therefor is filed within one vear after the date of this 
amendatory Act or within one year after the insured’s release from a prisoner-of- 
war status, whichever is the later date.”’ 

Sec. 3. Section 602 (\ 1) of the National Service Life Insurance Act of 1940, 
as amended (38 U. 5. C. 802 (v 1))}, is hereby amended by adding after the first 
proviso the following: ‘‘Provided further, That in any case in which an 
becomes or has become totally disabled while in a prisoner-of-war status tl 
fits of this subsection may relate back to the first day of the seventh consecutive 
month of continuous total disability, provided claim therefor is filed within one 
year after the date of this amendatory Act or within one vear after the insured’s 
release from a prisoner-of-war status, whichever is the later dete”’ 





I 
he- 


[H. R. 4599, 83d Cong., Ist sess.] 
A BILL To further amend section 622 of the National Service Life Insurance Act of 1940 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That the first proviso of section 622 of the National 
Service Life Insurance Act of 1940 (54 Stat. 1008), as added by section 10 of the 
Insurance Act of 1951 (65 Stat. 36) is amended to read as follows: Provided, That 
no premium may be waived under this section for any period before the date of 
application therefor, except that (1) if the insured is determined, as provided in 
the Missing Persons Act (56 Stat. 143), as amended, to have been in a status of 
missing, missing in action, interned, captured, beleaguered, or beseiged, at any time 
after April 25, 1951, and before April 26, 1952, (A) all premiums due or paid after 
June 1, t951, on five-year level premium term insurance shall, during the period 
of such status and during the remainder of his continuous active service and one 
hundred and twenty days thereafter, be waived unless the insured requests in 
writing that this waiver be terminated; and (B) that portion of any permanent 
insurance premiums due or paid after June 1, 1951, which represents the cost of 
the pure insurance risk shall, during the period of such status and during the 
remainder of bis continuous active service and one hundred and twenty days 
thereafter, be waived if the insured applies therefor within one hundred and twenty 
days after the date of enactment of this clause or the date of his return to military 


33667— 53 4 
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\ jurisdiction, whichever is later, or if the insured dies or is declared dead while in 
such missing status or if the insured dies on or prior to the last day upon which he 
may apply for such waiver under this clause; and (2) if the insured was a cadet at 
the | I ited States Militarv Acaden v or the United States Coast Guard Academy, 
or a midshipman at the United States Naval Academy, at any time after April 
25, 1951, and before the date of enactment of this clause, all premiums due or 
paid after June 1, 1951, on five-year level premium term insurance and that por- 
tion of any permanent insurance premiums due or paid after June 1, 1951 which 
represents the cost of the pure insurance risk shall, during the period of such status 


and during the remainder of his continuous active service and one hundred and 
twent lavs thereafter, be waived unless the insured requests in writing that this 
v8 iti ated 

Sec. 2. The third proviso of section 622 of the National Service Life Insurance 


Act of 1940 (54 Stat. 1008), as added by section 10 of the Insurance Act of 1951 
65 Stat. 36) is amended to tead as follows: “Provided further, That premium 
waiver benefits under this section render the contract of insurance nonparticipating 
during the period a premium waiver is in effect:’’. 

Sec. 3. Section 622 of the National Service Life Insurance Act of 1940 (54 
Stat. 1008), as added by section 10 of the Insurance Act of 1951 (65 Stat. 36) is 
amended by adding the following at the end thereof: ‘‘In this section, the words 
‘active service’ include service as a cadet at the United States Military Academy 
or the United States Coast Guard Academy, or as a midshipman at the United 
States Naval Academy.’ 


H. R. 4774, 83d Cong., Ist sess.] 


4 BILL To amend the National Service Life Insurance Act of 1940 to provide for the payment of insurance 


fits to certain persons not within a class of permitted beneficiaries 


bene per 


Be it enacted by the Senate and House of Representatives of the United States of 
That section 602 of the National Service Life 
Insurance Act of 1940, as amended, is amended by adding at the end thereof the 
following new subsection 

a2.) In any case where all or part of insurance which matured prior to August 1, 
1946, has not been paid because no person within a permitted class of beneficiaries 
survives to receive such payment and the insured designated as a beneficiary a 
person not within such a permitted class, there shall be paid to the person so 
designated (if he survives to receive it), (1) a lump sum equal to the amount such 
person would have received during the period after such insurance matured and 
prior to the date of enactment of this subsection had he been within one of the 
permitted classes of beneficiaries, and (2) such amounts, at such times, and in 
such manner, as such person would have been entitled to receive after the date of 
enactment of this subsection had he been within one of the permitted classes of 
beneficiaries at the time the insurance matured.” 





America in Congress assembled, 


[H. R. 4791, 83d Cong., Ist sess.] 


4 BILL To provide waiver of premiums on national service life insurance policies for certain disabled 
veterans 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That section 602 (n) of the National Service Life 
Insurance Act of 1940, as amended, is hereby amended by adding immediately 
after the words “and (3) prior to the insured’s sixtieth birthday” the following: 
“except in the case of those persons called into active duty after attaining the age 
of sixty years’’. 





[H. R. 5138, 88d Cong., Ist sess.] 


A BILL To amend the Servicemen’s Indemnity Act of 1951, so as to provide that in the absence of a desig- 
nation of beneficiary thereunder by a person having national service life insurance or United States Gov- 
ernment life insurance, the designated beneficiary of suca insurance shall also be the designated beneficiary 
of any indemnity payable under such Act 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That the third sentence of section 3 of the Service- 
men’s Indemnity Act of 1951 is amended to read as follows: “If the designated 
beneficiary or beneficiaries do not survive the insured, or if none has been desig- 
nated, the Administrator shall make payment of the indemnity to the first eligible 
class of beneficiaries according to the order set forth above, and in equal shares if 


5 
q 
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the class is composed of more than one person; except that in any case where no 
beneficiary of the indemnity has been designated but the insured has in force 
national service life insurance or United States Government life insurance, the 
indemnity shall be paid (in the amount authorized by the first sentence of section 
5) to the designated beneficiary of such insurance if such designated beneficiary is 
within one of the classes herein provided.” 


H. R. 5314, 83d Cong., Ist sess.] 


BILL To extend the coverage of the Servicemen’s Indemnity Act to members of the Reserve Officers’ 


rraining Corps when ordered to active training duty for periods in excess of fourteen days 


Be it enacted by the Senate and House of Representatives of the United States of 
imerica in Congress assembled, That section 2 of the Servicemen’s Indemnity Act 
of 1951 is amended by inserting immediately after “including the National Guard 
when called or ordered to active duty or active training duty for fourteen days or 
more;’”’ the following: ‘“‘members of the Reserve Officers’ Training Corp the 
Naval Reserve Officers’ Training Corps, and the Air Force Reserve Officers’ 
Training Corps, when called or ordered to active training duty for fourteen days 
or more while on such active training duty;’’ 
Sec. 2. The amendment made by this Act shall take effect as of April 25, 1951 





CONGRESS OF THE UNITED STATES, 
House or REPRESENTATIVES, 
Washington, D. C., May 11, 1958. 
Hon. Winston L. Provry, 
Chairman, Subcommittee on Insurance, 
Committee on Veterans’ Affairs, Washington, D. C 
Dear Co.LuEAGcue: I appreciate your letter of May 8 with reference to your 
proposed hearings on the subject of insurance 
Two bills are pending, being H. R. 1545 and 1546 which [ introduced on Janu- 
ary 13. I do not desire to testify inasmuch as I think the bills speak for them- 
selves. [am sure you will agree with me in that there is much merit involved. 
Sincerely yours, 
(Signed) N. J. Gregory. 
(Typed) Nose J. Grecory. 


CONGRESS OF THE UNITED STATES, 
House OF REPRESENTATIVES, 
Washington, D. C., May 13, 1958. 
Hon. Winston L. Provurty, 
Chairman, Subcommittee on Insurance, 
Committee on Veterans’ Affairs, 
House of Representatives, Washington, D. ¢ 


Dear CoLLEAGuE: On May 8 you very thoughtfully advised me that your 
Subcommittee on Insurance has scheduled for hearing on May 18 at 9 o’clock 
H. R. 4117, a bill which was introduced by me. 

This bill was introduced in an effort to cover cases similar to the one described 
in the accompanying correspondence. From personal experience, I am aware 
that an individual does not always have the proper advanced instruction he should 
in order to file for benefits to which he is entitled. I feel that the bill is a reason- 
able one and am requesting favorable consideration by your committee. 

With kindest personal regards, I am 

Sincerely yours, 
(Signed) J. P. S. Devereux, 
(Typed) James P. 8. Devereux, 
Me mber of ( fongre 8s. 


ARMED Forces STarr COLLEGE, 
Norfolk, Va., February 25, 1958. 
Dear Mr. Devereux: My father, Mr. Joseph C. Dalton, has recently con- 
tacted you on my behalf regarding my claim under my United States Government 
life insurance policy for disability payments covering the period | was a prisoner 
of war, living on a substandard diet and suffering from various deficiency diseases 
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¥ To acquaint you with the circumstances, I will set forth the facts in the matter. 
I am an officer in the Regular Navy, file No. 78700. I was a prisoner of the 
Japanese from March 1942 until September 1945. My United States Government 
life insurance policy is No. K1039223 and the total disability policy attached 
thereto is No. D29460. Premiums were paid on these policies through from the 
time of their inception, September 1, 1937, to the present time, including the 
period I wasaprisoner. It is my understanding that under my policy I am entitled 
to certain compensation ¢ nd waiver of premiums for any period during which [| 
was not able to perform normal physical work, due to disease or starvation. 

I learned that there was a possibility of claiming this compensation some years 
after the war, when a friend, who had a similar policy and similar prison experience, 
old me that he had successfully made such a claim. I immediately wrote the 
Veterans’ Administration, requesting information, and received information 
indicating that, since my claim was not submitted within 6 months of my return 
I could not now make claim. Copies of this correspondence are enclosed. 

During the period immediately following my return, I did not know of any 
rights under this policy. I spent about a month attached to a hospital, about 2 
months on leave, and then returned to duty at sea in the spring of 1946. 

Since I have consistently paid the premiums on these policies over a long period, 
I feel that rejection of a claim, not on its merits, but solely on the basis of a time 
limitation is a considerable injustice. It is true that I did not understand in 
detail the provisions of a policy I had not seen for over 6 years. During the brief 
period I was at home after the war, I had the combined affairs of 6 years to look 
after, and Was more interested in my professional career than in any other matter. 
As a result, 1 went to sea in 1946 and remained on duty, largely in the European 
theater until 1946 

Any help, or advice, that you can give me regarding this matter would be very 
much appreciated 

Yours sincerely, 
Josernu F. Darton. 


OcTOBER 10, 1951. 
VETERANS’ ADMINISTRATION, 
( hief, United States Government L fe Actounts Division, 
Washington 25 D ( 


Str: It has recently come to my attention that I may be entitled to waiver of 
premiums and possibly disability payments covering the period during which I 
was a prisoner of war in Japan, under the disability provisions of my insurance 
policy. 

The following facts are set forth to acquaint you with this matter. 

I am an officer the Regular Navy. File No. 78700, rank of commander. 

I was a prisoner of the Japanese Government from February 28, 1942 until 
September 9, 1945. During this period, I subsisted in a state of semistarvation, 
sulfering in varying degree from beriberi and scurvy. 

My insurance policy, originally taken out in 1937, is number K1039223 for 
$10,000. 

My business address is, Comdr. Joseph F. Dalton, Sparks, Baltimore County, 
Md. 

It is requested that you advise me as to my position in this claim, and provide 
me with such forms as may be required for formal submission of a claim. 


JosepH F. Darton. 





NOVEMBER 31, 1951. 
Comdr. Josern FrRANcIS DaLTon, USN—K1039223 
oparks, Baltimore County, Mad 


Dear COMMANDER Datutron: This has reference to your letter dated October 
10, 1951 requesting information regarding the payment of disability insurance 
benefits under your United States Government life insurance for the period 
from February 28, 1942 until September 9, 1945 during which time you state 
you were a prisoner of the Japanese Government. 


: 
: 
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Your insurance policy specifically provides that insurance benefits may relate 
back to a date not exceeding 6 months prior to receipt of due proof of total 
disability. 

The date of due proof is the earliest date of receipt of such evidence in the 
Veterans’ Administration as is necessary to establish total disability for insurance 
purposes but proof of total disability for insurance purposes cannot be considered 
as having been received until the insured has asserted by a claim in writing that 
such proof entitles him to disability insurance benefits. Therefore, due proof 
cannot be considered as received in any case prior to receipt of claim for disability 
insurance benefits 

Since at no time prior to the present did you bring the matter of your possible 
entitlement to disability insurance benefits to the attention of the Veterans’ 
Administration, and you alleged your status as a prisoner of the Japanese Govern- 
ment terminated on September 9, 1945, insurance benefits under your United 
States Government life insurance contract are not in order. There can be no 
basis for favorable action on a claim filed at this time. 

Very truly yours, 
H. H. Mrrks, 


Director, Disability Insurance Claims Service. 


Jewish WAR VETERANS OF THE UNITED STATES OF AMERICA, 
Washington 10, D. C., May 14, 19538 
Hon. Epirn Nourse RoGErs, 
Chairman, Committee on Veterans’ Affairs, 
House of Re presentatives, Washington 25, D. C. 


Dear Mrs. Rocers: As I shall be out of town on Monday, May 18, 1953, when 
vou are holding hearings on H. R. 51 and H. R. 148, I shall greatly appreciate it 
if you will include this letter in support of H. R. 51 and H. R. 148 in the record of 
vour hearings. 

The Jewish War Veterans of the United States of America passed resolutions in 
support of restoring to veterans of World War I and World War II, the insurance 
privilege previously enjoved. 

There is no need to emphasize to you and the members of your committee, the 
inestimable benefits of life insurance. 

Most veterans learned about life insurance for the first time through United 
States Government life insurance and national service life insurance. Many of 
them subsequently bought insurance from private life insurance companies 
Many, many others, however, for one reason or another, delayed applying for 
insurance. In most cases that was a consequence of the fact that during the 
period of after-the.war rehabilitation, they were unable to pay the premiums. 

Life insurance provides the means, in most families, for protecting their depend- 
ents in case of untimely death. The bills you are considering will make it possible 
for veterans to fulfill the obligations they assumed when they married and started 
families. 

The cost of administration of this insurance is borne by the Government. We 
recognize that the current cost-conscious Congress will give weight to this point. 
However, the cost is small for the benefits which will accrue to veterans, their 
wives, and their children. Furthermore, these benefits will avoid the economic 
suffering and social handicaps which a bereaved widow and fatherless children will 
suffer unless the insurance privileges which have been withdrawn are restored as 
proposed in H. R. 51 and H. R. 148. 

I most respectfully call the attention of you and your committee to the impor- 
tance of reporting the bill favorably and urging favorable action. 

Very truly yours, 
BERNARD WEITZER, 
Vational Legislative Director. 
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Comparative table of national service life insurance term premium (World War I/) 
rates with private insurance companies—Annual premiums per $1,000 insurance 
(5-ye ar term 


Company 





A ge NSLI - oven sie 
4 B ( D ae ; @ H I J kK 

20 7.70 6. 02 6.19 6. 20 6. 34 6. 06 6.12 5 6. 91 7.60 | 6.12 
21 7. 70 6.10 6, 21 6. 26 6. 38 6. 09 6.19 5 7. 02 7.75 | 6.12 
»2 7.81 6.16 6, 22 6. 31 6. 42 6.13 6. 26 5 7.14 7. 88 6.12 
23 7.81 | 6.21! 625] 636] 646! 616] 634| 5 7. 28 7.99! 6.12 
24 7. 93 6. 25 6. 28 6. 40 6. 51 6. 21 6.43 | 5 7.42 8. 08 6.12 
25 7. 93 6. 29 6. 32 6. 44 6. 57 6. 24 6. 58 5 7. 58 8 | 6.12 
26 8.05 6. 32 6 37 6. 48 6. 62 6. 29 6. 64 6 7.75 8. 6.14 
27 8.17 | 6.37] 644] 653] 6.67| 6.32] 6.77] 6 7.94 | 8.35] 6.17 
28 8.17 6.42 6. 53 6. 58 6. 72 6. 37 6. 90 6 8.15 | 8 6. 22 
2Y 8. 29 6. 51 6. 62 6. 65 6.78 6. 43 7. 05 6. 42 8, 37 8. £ 6. 30 
30 &. 4] 6. 61 6.74; 6.74 6. 87 6. 50 7 an 6. 60 &. 61 8 6. 41 
l 8. 52 6. 71 6. 87 6. 84 6. 98 6. 57 7.39 6. 79 &. 88 8. 6. 53 
2 8. 64 6. 84 7.0. 6. 97 7.12 6. 67 7. 59 7. 00 9.17 |} 8 6. 67 
33 8.76 7.00 7. 21 7.13 7. 28 6. 81 7. 81 7. 24 9. 48 gq 6.383 
34 8. 88 7. 20 7.42 7. 31 7. 47 6. 98 8. 05 7. 50 9. 83 | q 7.02 
5 9. 00 7.42 7. 64 7. 52 7. 69 7.19 8. 31 7. 84 10. 20 9 7.23 
( 9.12 7. 70 7. 90 7.77 7. 95 7. 45 &. 59 8.26 | 10. 57 9 7.49 
7 9. 35 8. 01 8.17 8. 06 8. 25 7. 76 8. 91 8.73 | 10.96 6.53 | 10.¢ 7. 78 
‘ 9. 59 8. 35 8. 49 8.39 &. 59 8.11 9, 25 9, 28 11. 40 6. 80 10 R12 
) ), 83 8.7 &. 84 8. 7¢ 8. 98 8. 49 9. 63 9.87 | 11.89 7.09 | 11 8. 52 
4 10. 06 9.19 4,24 9.18 9. 40 8.92 | 10.04 | 10.49 | 12.43 7.41 | 11 8. 97 
1 0 yf 69 | 9.6 9.87 | 9.37 | 10.48 | 11.17 | 13:03 | 7.76 | 12 9.49 
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5 11.72 | 12.10 | 12.20) 1218 | 12.35 | 11.50 | 12.78 | 14.47 | 16.10 9.66 ; 15 2.18 





EXPLANATION OF BiLts PENDING BEFORE SUBCOMMITTEE ON INSURANCE 


Public Law 23 of the 82d Congress provided free insurance in the maximum 
amount of $10,000 to all men going in the service on and after June 27, 1950. At 
the same time it stopped generally the issuance of any more policies of national 
service life insurance (World War II) or United States Government life insurance 

World War I Six bills have been introduced which would in one way or 
another restore the right of the veteran, by virtue of his wartime service, to apply 
for life insurance or United States Government life insurance: 

H.R. 51, H. R. 148, and H. R. 1538 are identical and would put the World War I 
veteran and the World War II veteran in exactly the same position with respect to 
eligibility to apply for insurance as each was prior to the passage of Public Law 23 
H. R. 2146 gives certain World War II veterans, including those not in good health 
because of service-connected disabilities, who apply for NSLI insurance during the 
calendar vear 1954 the right to have such insurance issued to him. H. R. 2339 gives 
World War I and World War II veterans the right, subject to certain conditions, to 
obtain insurance within 1 year after the passage of the bill. H.R. 2470is similar 
to H. R. 2339 with respect to World War II veterans. It would give a 1 year 
period for new applications and would provide that the insurance application 
shall not be denied because of the failure of the applicant to show good health 
provided that the disability is service connected and is less than total in degree. 

The bills, H. R. 50, H. R. 253, and H. R. 1993 have similar purposes and would 
amend the National Service Life Insurance Act of 1940, as amended, ‘‘to assure 
the right of judicial review.” The effect would be to change the wording of 
certain sections to accord with the interpretation placed thereon by certain courts 
with regard to a review of certain findings of fact by the Administrator. 

H. R. 289 seeks to create a Veterans Insurance Corporation within the frame- 
work of the Veterans’ Administration and is largely the original reeommendation 
of the Hoover Commission. 

H. R. 419 concerns the application of the Soldiers’ and Sailors’ Civil Relief 
Act and its guaranteeing of life insurance premiums on private policies. One of 
the features of the Soldiers’ and Sailors’ Civil Relief Act is that private insurance 
policies up to the amount of $10,000 may be guaranteed by the Government, in 
this case the Veterans’ Administration pays the premiums, where the serviceman 
certifies that he is unable to meet the payments, while he is in the service. How- 
ever, upon discharge, he is expected to reimburse the Government for any pre- 
mium paid in his behalf. During the early days of World War II a telegram was 
sent out without the authority of law, apparently, by an official of the Veterans’ 
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Administration saying that the Veterans’ Administration would, after the man is 
discharged and returns to civilian life, make no effort to collect the premium 
paid in his behalf. Since that time there have been a number of cases arise in an 
effort to remove any liability that the veteran has as a result of this action. The 
bill has been introduced for a number of years but never been favorably con- 
sidered. : 

' H. R. 547 would provide a refund of premiums paid on NSLI or USGLI insur- 
ance where the veteran would have been entitled to a waiver thereof after June 
1, 1951, had he applied while in service. Public Law 23, 82d Congress, provides 
for the waiver of all premiums on 5-year level premium term insurance and that 
portion of any permanent insurance premiums representing the cost of the pure 
insurance risk during active service and 120 days thereafter. Some veterans and 
servicemen failed to apply for this waiver or to apply as soon as they were eligible 
todoso. This bill would give them 1 year after release from service within which 
to apply for a refund of premiums where the reasons for failure to apply for waiver 
is determined sufficient by the Administrator. 

H. R. 1259 concerns the payment of a lump sum to certain beneficiaries under 
the National Service Life Insurance Act and the Servicemen’s Indemnity Act 
As originally passed, the NSLI Act did not provide for a lump-sum payment but 
only monthly payments to a limited group of beneficiaries. In 1946 this was 
changed to permit lump-sum payment and to a broader field of beneficiaries 
However, those policies which matured prior to 1946 are still paid on a monthly 
basis. The Servicemen’s Indemnity Act of 1951 has only one mode of payment; 
namely, $92.90 a month for 10 years. This bill would also provide that there 
may be a lump-sum payment here. While many beneficiaries of insurance would 
like to have a lump-sum payment it should be pointed out that if they live to a 
fairly advanced age, many of them will receive more being paid on a monthly 
basis than they would under a lump-sum payment, since a $10,000 policy, depend 
ing upon the age of the beneficiary, might pay as much as $22,000 over a 30- or 
40-year period. This would not be true to the same extent in the case of benefits 
under the Servicemen’s Indemnity Act since the total maximum payment under 
that act on the $92.90 a month basis, would amount to $11,148. The argument 
is often made that it would be cheaper if the Government made a lump-sum 
settlement in both cases, and there certainly would be savings in administration 

The bill H. R. 1859 seeks to provide for waiver of premiums without charge on 
NSLI or USGLI for those veterans who are rated 30 percent or more service- 


connected disabling under VA regulations. At the present time, in order to obtain 
a waiver of NSLI premiums, the disability must be total (not necessarily service 
connected). Under USGLI the policy matures if the disability is permanent and 
total. 


H. R. 3418 and H. R. 4791 are related to the general subject of H. R. 1859 and 
provides that waiver of premiums on national service life insurance may be granted 
in the case of persons called into active service after age 60. The waiver today 
applies only if the veteran’s total disability commences prior to 60 years of age. 
This appears to be an individual bill couched in general language. 

H. R. 2126 would provide, with respect to insurance which matured between 
October 8, 1940, and August 1, 1946, for payment to the estate of the last eligible 
beneficiary or if no beneficiary survived the insured to the estate of the insured, 
except that no payment would be made if the estate would escheat. 

H. R. 2278 amends the NSLI Act and the Servicemen’s Indemnity Act in 
several respects. Today a man discharged from service has 120 days of free 
indemnity protection. If he has a Government life insurance policy and it expires 
during this time immediately after his discharge from service he cannot renew it 
and thus he is unable to get his original type of policy. He would be eligible for 
the cheaper type policy authorized by Public Law 23 but there would be no basis 
for converting the policy to a permanent type. The first section of H. R. 2278 
gives this protection to the man who is discharged and provides that his original 
NSLI or USGLI policy may be automatically renewed if the term expires within 
the 120 day period. (It is now renewed automatically if it expires while he is in 
active service.) Section 2 would accomplish the same result but applies only to 
those policies in which the premium has been waived. Section 3 provides that the 
United States shall bear the excess cost resulting from the regranting or reinstating 
of insurance without medical examination under this bill. Section 4 seeks to 
further limit the beneficiaries under Public Law 23 by barring payments to any 
parent who is not designated as a beneficiary or a contingent beneficiary who shall 
have abandoned the insured. 

H. R. 3843 proposes to provide for the payment of Government life insurance 
and indemnity authorized by Public Law 23 to the dependent beneficiaries of 
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members of the Armed Forces who have been missing in action for over 1 year, 
notwithstanding there is no proof of death in the case. 

H. R. 4084 liberalizes the dates for awarding gratuitous NSLI insurance in the 
amount of $5,000 to those who died or became totally disabled while in active 
service during a specified period. Under the law today the death or disability 
must have occurred on or after October 8, 1940, and before April 20, 1942. The 
bill would extend the benefit after April 20, 1942, if the death or total disability 
occurred within 120 days after entrance in active service and prior to September 
3, 1945. 

H. R. 4117 seeks to give prisoners of war 1 additional year to file for and receive 
retroactive waiver of premium or total disability benefits under both NSLI and 
USGLI 

The next group of bills involves the administration of United States Govern- 
ment life insurance: H. R. 24 provides that a policy which has been held by a 
policyholder until age 70 shall mature at 70 years of age. In other words, the 
policyholder shall be deemed to be permanently and totally disabled on such date 
for insurance purposes. 

H. R. 36 seeks to reduce the interst charges on liens placed in connection with 
reinstatement of certain war risk renewable term insurance and United States 
Government life insurance by service-connected disabled World War I veterans. 

It is identical to H. R. 259 and similar to H. R. 2752. 

H. R. 1261 provides that World War I policies and national service life insur- 
ance shall be incontestable for fraud after they have been in effect for 2 years. 

H. R. 1545 would waive the payment of premiums on Government life insurance 
and national service life insurance for veterans who have attained the age of 70 
and paid premiums for 25 or more years and who are financially unable to continue 
to maintain their policies. 

H. R. 1546 applies to both USGL and NSLI insurance. Such policies are to 
be considered fully paid in all cases where the insured has attained the age-of 70 
years and paid premiums for 25 years or more. The bill is thus similar to H. R. 
1545 

H. R. 4041, which is similar to the previous 2 bills, affects both NSLI and USGL 
insurance in those cases where the man has reached age 60 and has paid premiums 
for 20 or more vears. 

H. R. 4599 amends NSLI election to waiver of premiums for persons covered 
under the Missing Persons Act. 

H. R. 4774 seeks to enlarge the permitted class of beneficiaries for NSLI 
maturing prior to August 1, 1946. 

H. R. 3198 would pay the indemnity of $10,801 in addition to any World War 
I or II insurance the veteran might hold. 

H. R. 3838 permits payment to nondependent mothers and fathers of veterans 
covered by NSLI gratuitous insurance. 

H. R. 5138 seeks to provide that the beneficiary designated for national service 
life insurance or United States Government life insurance, shall in the absence of 
designated beneficiary for the servicemen’s indemnity be applicable to that law 
also. 


Mr. Proury. We will now hear from the gentleman from Iowa, 
Mr. Martin, the sponsor of H. R. 148. 


STATEMENT OF REPRESENTATIVE THOMAS E. MARTIN 


Mr. Martin. H. R. 148, 83d Congress, entitled “A bill to restore 
the right of certain veterans to apply for insurance,” is identical with 
H. R. 51 introduced by the distinguished chairman of the Committee 
on Veterans’ Affairs. 

The bill, if enacted, would restore the eligibility (in effect prior to 
April 25, 1951) of persons who served between October 6, 1917, and 
July 2, 1921, both dates inclusive, to apply for and be granted United 
States Government life insurance under section 310 of the World 
War Veterans’ Act, 1924, as amended, and would restore the eligibility 
(in effect prior to April 25, 1951) of persons who served between 
October 8, 1940, and September 2, 1945, both dates inclusive, to apply 
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for and be granted national service life insurance under section 602 
(c) (2) of the National Service Life Insurance Act of 1940, as amended. 
Part I, Public Law 23, 82d Congress, approved April 25, 1951 
(Servicemen’s Indemnity Act of 1951), provides for the payment of a 
maximum of $10,000 indemnity, reduced by the amount of any na- 
tional service life insurance or United States Government life insurance 
in force at the time of death, for death in active service and under 
other specified conditions. Part II, Public Law 23, supra (Insurance 
Act of 1951), added section 619 to the National Service Life Insurance 
Act of 1940, as amended, which section provides, among other things, 
that on and after April 25, 1951, with certain exceptions not here 
pertinent 
no national service life insurance or United States Government life insurance 
shall be granted to any person under the provisions of the National Service Life 
Insurance Act of 1940, as amended, or the World War Veterans’ Act, 1924, as 
amended. 

The bill, if enacted, would restore the right to apply for insurance 
under section 310 of the World War Veterans’ Act, 1924, as amended, 
and section 602 (c) (2) of the National Service Life Insurance Act of 
1940, as amended. 

Karly in World War I, the United States Government committed 
itself to a beneficial program which provided life-insurance protection 
to those serving in the Armed Forces. This was not a gratuity, but a 
contractual relationship, between the serviceman and his Government. 
Upon the outbreak of World War II, this insurance program was ex- 
tended, and the insurance offered became known as national service 
life insurance. The magnitude of the national service life insurance 
program is reflected by the number of applications approved through 
February 28, 1953, which totaled 22,173,286, and amounted to 
$173,744,390,000. These figures represent a social and economic 
benefit for the veteran population at a nominal cost to taxpayers. 

It is interesting to note that in the 82d Congress I introduced a 
similar bill, H. R. 4412, and the present distinguished chairman of 
the Committee on Veterans’ Affairs introduced an identical bill to 
restore the right of certain veterans to apply for insurance which 
right was terminated by Public Law 23, approved April 25, 1951. On 
July 18, 1951, Mrs. Rogers said, on the floor of the House: 

Members of Congress are receiving numerous letters from exservicemen who 
were unaware of the cutoff date and did not take the necessary steps to reinstate 


their policies. There are hundreds of these distressing cases, and I feel most 
strongly that the bill introduced by Mr. Martin of Iowa, or the one I am intro- 
ducing today, should receive immediate consideration by the Committee on 
Veterans’ Affairs. * * * The gentleman’s bill certainly should be passed, and 


passed immediately. The Washington office alone, I hear, has received 700 
letters of protest from veterans whose term insurance has been cut off. It was 
a@ very unfair thing to do. 

I fully agree with the distinguished chairman of the committee, who 
in my opinion, is the outstanding authority in Congress on veterans’ 
affairs, that the ‘bill certainly should be passed, and passed immedi- 
ately,” and that “it was a very unfair thing to do,”’ to terminate the 
right of millions of veterans to apply for insurance. 

The views of your distinguished chairman, and mine, are fully sub- 
stantiated by DAV Resolution 123 of the 1951 convention, which 
resolution indicated that the DAV supported the enactment of H. R. 
4412 and H. R. 4861, of the 82d Congress. I have before me the 
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chart of resolutions adopted at the 1952 national conventions of the 
nationally recognized service organizations and I call attention to 
Resolution 269 of the American Legion which seeks legislation to 
restore right, removed by Insurance Act of 1951, of veterans of World 
Wars I and II, who are insurable, to secure new USGLI and mutual 
NSLI; to Resolution 303 of the VF W, which resolution seeks an amend- 
ment of NSLI Act of 1940, as amended; (@) amend section 602 (c) by 
striking out “prior to January 1, 1950,’’ and inserting in lieu thereof 
“during the calendar year 1954’’; (6) amend section 619 to permit 
any theretofore eligible veteran to obtain NSLI under the normal 
provisions of the act during calendar year 1954; and to Resolution 
50 (1) of the AMVETS, seeking amendment of Public Law 23, 82d 
Congress, to allow veterans of World Wars I and II a reasonable time, 
following enactment of this amendment, within which to apply for 
USGLI and NSLI. 

Mr. Miles S. Kennedy, director, national legislative commission, 
the American Legion, in his letter to me on June 22, 1951, stated: 

Considering the merits of your proposal, the rehabilitation and legislative com- 
missions of the American Legion agree that the right of veterans of World Wars I 
and II to secure new USGLI and NSLI contracts should be restored. * * * We 
strongly favor the proposal. 

Very few of the millions of veterans in training under the GI bill of 
rights could afford to carry insurance while in training. They had 
intended to apply for insurance when they were financially able to do 
so. To deprive them of that right, without previous notice, is, as 
the distinguished chairman of the committee has so aptly stated, ‘‘a 
very unfair thing to do.”’ 

In the letter which the Deputy Administrator of the Veterans’ 
Administration addressed to the then chairman, Committee on Vet- 
erans’ Affairs, House of Representatives, on September 6, 1951, in 
which he submitted a report on H. R. 4412, 82d Congress, he specifi- 
eally stated: 

As both of the mentioned acts provide that the United States shall bear the 
cost of administration, the enactment of the bill would result in some cost to the 
Government, but it is estimated that such cost would not be large. 

Accordingly, I urgently recommend that your committee take 
favorable action on my bill, H. R. 148. 

Mr. Proury. Thank you, Mr. Martin. 

The gentleman from New York desires to be heard on his bill 
H. R. 1259. 


Mr. Heller, will you proceed, please. 
STATEMENT BY REPRESENTATIVE LOUIS B. HELLER 


Mr. Hetuer. Mr. Chairman and members of the committee, I 
appreciate the opportunity extended to me by the committee to dis- 
cuss briefly my bill, H. R. 1259, and the reasons which impelled me 
to introduce it. 

The purpose of this bill is to amend the National Service Life Insur- 
ance Act of 1940 and the Servicemen’s Indemnity Act of 1951 to pro- 
vide for lump-sum payments to certain beneficiaries under those acts. 

As originally enacted, the National Service Life Insurance Act of 
1940 contained no provision for payments to beneficiaries in a lump 
sum. A change was made in the Insurance Act of 1946 regarding 
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lump-sum payments. Under section 9 of the latter act it was pro- 
vided that insurance maturing after August 1, 1946, may be paid in 
one lump sum if the insured himself elected this option of payment 
to the beneficiary. No provision, however, was contained in that 
act regarding lump-sum payments in the case of insurance which had 
matured prior to August 1, 1946. Consequently, insurance which 
matured before that date must be paid in monthly installments in 
accordance with the provisions of the National Service Life Insurance 
Act of 1940. 

Several cases have come to my attention involving these monthly 
payments to parents or other beneficiaries of servicemen killed in the 
line of duty. In each of these instances great suffering and heartache 
is undergone monthly by these people who have lost their loved ones. 
I am therefore suggesting that it would be a service to the country, 
to the memory of the servicemen who gave their lives for our country, 
and to their parents and survivors who are receiving this insurance 
as a result of their sacrifice, if the National Service Life Insurance Act 
of 1940 were amended to provide that the beneficiary be permitted 
to receive the remaining proceeds in one lump sum, instead of in 
monthly payments. 

Mr. Chairman, I fail to see the logic whereby we permit beneficiaries 
of such insurance, which matured after August 1, 1946, to be entitled 
to the option of lump-sum payments, but we are denying the same 
right to those whose insurance matured before that date. Was their 
sacrifice or the sacrifice made by their loved ones any lesser? Why 
should we prolong their agony over so many years and force them to 
relive their grief every month anew? 

Let me cite one of the cases which came to my attention recently. 
This mother is receiving monthly payments under a servicemen’s 
national life insurance policy, her son having been killed in action in 
1945. She has been receiving these payments for some time, and still 
has another 5 or 6 years of payments to which she is entilted. I can 
assure you that going to the mailbox every month to receive the install- 
ment payment has become for her a period of great mental suffering 
and a living death. When you consider that this is repeated 12 times 
a year over a period of years, it is a wonder how it is possible for any 
parent to go through these moments of mental stress and not suffer a 
heart attack or some other serious affliction. 

Mr. Chairman, I do not think that the Congress of the United 
States, at the time it enacted the Insurance Acts of 1940 and 1946, 
had any intentions of prolonging this suffering for the beneficiaries of 
those who made the supreme sacrifice in World War II. It is perhaps 
an unfortunate oversight which should be corrected as soon as possible. 

It is for this reason that I am prompted to introduce my bill, con- 
sisting of two sections. The first section provides that the beneficiary 
of a servicemen’s insurance policy which matured prior to August 1, 
1946, shall be entitled to elect the option of receiving payment in one 
lump sum that part of the proceeds of the insurance which remains 
unpaid. This means that the mother, whose case I cited above, would 
be entitled to receive the insurance payments due her in one lump 
sum and we would spare her the grief and agony to which she would 
be subjected each month for the next 5 or 6 years. sey 

The second section of my bill similarly amends the Servicemen’s 
Indemnity Act of 1951 to permit the insured to specify that his bene- 
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ficiary may receive the proceeds of the policy in 1 lump sum, instead 
of 120 monthly installments as presently prescribed under the act. 

Mr. Chairman, I sincerely recommend to the committee my bill, 
H. R. 1259, and urge you to give it favorable consideration. I 
believe that Congress would be performing a creditable service to 
the people of this country by adopting this bill and thereby amending 
the law in accordance with the views expressed above. 

Mr. Proutry. Thank you, Mr. Heller. 

The gentleman from Mississippi, Mr. Whitten, is next. 


STATEMENT OF REPRESENTATIVE JAMIE L. WHITTEN 


Mr. Wurrren. Madam Chairman and Members of the committee, 
I appreciate this opportunity to appear before you to urge necessary 
changes in the present veterans insurance law, which I believe would 
be of ; great benefit to a number of veterans. After studying the many 
insurance problems which have arisen, I believe this committee will 
take action to alleviate many problems which veterans have been 
having with their national life and other veterans insurance laws. In 
many cases what is happening to the veteran is much more to his 
disadvantage than would be permitted under regular insurance laws 
of the various States. 

I have introduced H. R. 1859 and H. R. 2339, which would do much 
to correct the present unnecessary hardships imposed in individual 
cases and do much to give proper solutions to the many problems 
that exist. I have a number of cases in my files which I have discussed 
with the Veterans’ Administration, in regard to servicemen who had 
been carrying Government insurance and for one reason or another 
had allowed the insurance to lapse. Doubtless it may be said that in 
some cases the veteran could have been more diligent himself. In 
many other instances, however, it was entirely unavoidable because 
of changing address, moving from one post-office service to another, 
and having notification not only delayed somewhat but im some 
instances notice was never received by the veteran. 

I would like to bring to your attention one instance where applica- 
tion for renewal was sent by the Veterans’ Administration. The 
veteran did not receive it. He tendered his regular monthly payment 
of $6.50 but the notice which the veteran did not receive for the new 
term announced an increase in payment to $6.90. This veteran was 
advised that since he did not tender the full amount of payment his 
policy had lapsed. There are many similar cases. 

In another instance, a premium was due on April 10. The veteran 
mailed in the premium. His letter was postmarked April 10, but 
the Veterans’ Administration canceled his policy because his letter 
was not postmarked prior to 12 o’clock on April 9. In my opinion 
that is drawing the line too fine. These men are veterans. Other 
veterans would not wish these individuals to be thus penalized. The 
VA says that to correct these unreasonable interpretations would 
endanger the fund. I would like to bring to your attention that the 
VA in 1948 had a total of $2,800,000 in dividends to be paid, $2,738,000 
of which were issued. In 1951 they had $685 million, reduced to 
$645 million because of premiums waived, of which $639 million was 
issued. In 1952 the VA had $200 million, of which $145 million was 
issued and for 1953 they have a total of $180 million to be paid in 





‘ 
. 
: 


SR — ae mt ten Sa <4, ena ER EE eR a a 





en 





BILLS SEEKING TO AMEND THE INSURANCE LAWS 1123 


dividends. I may say that these dividends were made partially at 
the expense of these veterans of whom I have been speaking. 

In this bill | propose that the veteran shall have 1 year in which 
to renew and get his insurance matters straightened out. In other 
cases—and I am sure each member has run into this problem 
under Public Law 23, applications for renewal of insurance would not 
be accepted after April 25, 1951; but where many veterans did not 
know of the change and by reason of such lack of knowledge their 
insurance lapsed, the veterans were prohibited under the law from 
applying for renewal of the insurance. 

[ have also been contacted with regard to veterans who had been 
drawing disability and obtained waivers of premium for total and 
permanent disability. Upon review the disability was decreased 
to a degree that the Insurance Division of the Veterans’ Administration 
stated the veteran was gainfully employed and therefore was not 
entitled to waiver of premium. It is my belief a veteran who has 
service-connected disability, regardless of the amount of disability, 
should be given waiver of premium. In one instance where the 
veteran was totally disabled he was required to pay his premium. 
His term insurance ran out and he applied for renewal, which was 
granted. However, he made a statement that he was in as good 
physical shape as he had been. After his renewal was accepted the 
veteran died, and the VA on checking found that the serviceman had 
been hospitalized twice. His statement on application for renewal 
being determined as untrue the VA advised the deceased veteran’s 
beneficiaries they were not entitled to insurance. 

[t is my belief that when any serviceman has disability of as much as 
30 percent he should be entitled without question to waiver of premium 
on his service insurance. I might also state that it appears that the 
Government is not losing any money on the different service insurance 
programs now in effect, since they are paying a big dividend each year. 

It is my belief the insurance laws of the Veterans’ Administration 
should be so written as to make it easier for veterans to carry this 
insurance. I would also suggest that consideration be given to pro- 
viding for a set premium on insurance policies for veterans who have 
reached a certain age, possibly 50. I would also suggest that premi- 
ums be stabilized and renewals not be necessary after such age has 
been reached. 

The veterans insurance program is so set up at this time that those 
who are financially able are in condition to convert and pay up their 
insurance. But the great majority of veterans who desire to carry 
this insurance are not financially able to convert; and it is my position 
that they are entitled to consideration toward having opportunity to 
to renew and carry their term insurance at a rate that can be afforded. 

I trust this committee will report out a bill that will assist in reliev- 
ing the veterans from the hardsbip imposed by Public Law 23 of 1951 
To foilow the present strict interpretation is to go contrary to the 
intent of Congress. The Congress has been very fair in passing 
legislation, | think; but by interpretation with regard to individual 
veterans the decisions are harder than those of a granite-faced banker, 
and there is no necessity for it. 

Mr. Prouty. We are glad to have your views, Mr. Whitten. 

We will now proceed to hear Mr. Guy H. Birdsall, the Assistant 
Administrator for Legislation of the Veterans’ Administration, 

Mr. Birdsall? 
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STATEMENTS OF GUY H. BIRDSALL, ASSISTANT ADMINISTRATOR 
FOR LEGISLATION; DONALD C. KNAPP, DIRECTOR, LEGISLATIVE 
PROJECTS SERVICE I; AND FRANK GERARDI, INSURANCE 
COUNSEL, OFFICE OF ASSISTANT ADMINISTRATOR FOR IN- 
SURANCE, VETERANS’ ADMINISTRATION, WASHINGTON, D. C. 


Mr. Brrpsaty. Mr. Chairman, I have with me Mr. Donald C. 
Knapp, director of one of the legislative projects services, and Mr. 
Frank Gerardi, insurance counsel in the Office of the Assistant 
Administrator for Insurance. 

The approach that I thought probably better to follow would be to 
take, at least for a large portion of it, the bills grouped by subjects. 


The first subject would be the restoration of the right to apply for 


insurance. In that category, we have comment on H. R. 148 and 
H. R. 1538, and the identical bills, H. R. 51, H. R. 2146, H. R. 2339, 
H. R. 2470, and H. R. 2752. 

The report of the Veterans’ Administration on May 14, 1953, covers 
the two bills, H. R. 148 and H. R. 1538, together. In the report on 
H. R. 148 and H. R. 1538, it is indicated that the bills, if enacted, would 
restore the eligibility, in effect prior to April 25, 1951, of persons who 
served between October 6, 1917, and July 2, 1921, both dates inclusive, 
to apply for and be granted United States Government life insurance 
under section 310 of the World War Veterans’ Act, 1924, as amended, 
and would restore the eligibility, in effect prior to April 25, 1951, of 
persons who served between October 8, 1940, and September 2, 1945, 
both dates inclusive, to apply for and be granted national service life 
insurance under section 602 (c) (2) of the National Service Life 
Insurance Act of 1940, as amended. 

These bills, H. R. 148 and H. R. 1538, are identical with H. R. 4412, 
82d Congress, upon which the Veterans’ Administration rendered a 
report to your committee under date of September 6, 1951, Committee 
Print No. 174 

Part I, Public Law 23, 82d Congress, approved April 25, 1951, re- 
ferred to as the Servicemen’s Indemnity Act of 1951, provides for the 
payment of a maximum of $10,000 indemnity, reduced by the amount 
of any national service life insurance or United States Government life 
insurance in force at the time of death, for death in active service and 
under other specified conditions. 

Part II of that law added section 619 to the National Service Life 
Insurance Act of 1940, as amended, which section provides, among 
other things, that on and after April 25, 1951, with certain exceptions 
not here pertinent: 
no national service life insurance or United States Government life insurance shall 
be granted to any person under the provisions of the National Service Life In- 
surance Act, of 1940, as amended, or the World War Veterans’ Act, 1924, as 
amended. 

The bills, if enacted, would restore the right to apply for insurance 
under the mentioned provisions of those acts. 

One of the purposes of Public Law 23 was to terminate the issuance 
of insurance under those acts insofar as appeared practicable. 

Section 310 was added to the World War Veterans’ Act, 1924, as 
amended, by the act of May 29, 1928. World War I veterans there- 
fore had over 22 years within which to apply for insurance available 
under that act. 
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Section 602 (c) (2) was added to the National Service Life Insurance 
Act of 1940, as amended, by the act of August 1, 1946. Accordingly, 
World War II veterans had‘more than 4 years within which to apply for 
national service life insurance. 

Whether the right to apply for insurance under either or both acts 
should now be restored and extended indefinite ly as proposed by the 
bills is a matter of policy for determination by the C ongress. 

As both of these acts provide that the United States shall bear the 
cost of administration, enactment of the bills would result in additional 
cost to the Government. Such additional administrative cost would 
depend, of course, on the extent to which veterans would take advan- 
tage of the privilege to apply for insurance. 

Advice has been received from the Bureau of the Budget that the 
enactment of the proposed legislation would not be in accord with the 
program of the President. 

H. R. 2752 is similar in principle, but section 1 would restrict the 
right to apply to a period of 2 years in the case of World War I Gov- 
ernment life insurance and World War II national service life insur- 
ance. Further, persons with a service-connected disability less than 
total could not be denied insurance because of such a disability. 

We again, in this report, commented on the history of Publie Law 
23, indicating that one of the reasons advanced by the Congress for 
its enactment was the desire to gradually remove the Government from 
the life insurance business. It was recognized, of course, that the 
Government would be obligated to continue an insurance program for 
veterans who were uninsured by private insurers because of service- 
connected disabilities. 

Hence, by part II, Public Law 23, section 620 was added to the 
National Service Life Insurance Act of 1940, as amended, to provide 
insurance after discharge to the service-connected disabled who ap- 
plied therefor within 1 year from the date service connection of such 
disability is determined by the Veterans’ Administration. 

H. R. 1 of the 82d Congress, which became Public Law 23, as 
passed by the House of Representatives and as amended by the 
Senate, contained no provision for the issuance of postservice in- 
surance to persons entitled to servicemen’s indemnity protection 
who were discharged from the Armed Forces without having a service- 
connected disability. However, such a provision, adding section 
621 to the National Service Life Insurance Act, was inserted in the 
bill, by the committee of conference on the disagreeing votes of the 
two Houses on the amendment of the Senate to the bill. 

In making provision for the issuance of postservice insurance to 
those who were entitled to indemnity protection and who were in 
good health when discharged from the Armed Forces, the Congress 
specifically limited the right to apply for such insurance to a period 
within 120 days after discharge from such service and provided that 
such insurance should be issued without medical examination. 

Section 2 of the bill would extend the time within which such 
persons could apply for insurance, from 120 days after separation 
from such active service to 1 year after separation from active service, 
or 1 year after the date of enactment of the bill, whichever is the 
later date, but would require evidence of good health satisfactory 
to the Administrator where the application is made more than 120 
days after separation. 
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It is noted that in addition to extending the period during which a 
person may apply ~ postservice insurance, section 2 of the bill would 
grant eligibility for 1 year to a group of persons who have heretofore 
not been eligible ot national service life insurance under section 621 
of the act. Such persons are those veterans who were disch — on or 
after June 27, 1950, and more than 120 days prior to April 25, 1951. 

There is a comment as to the form of the bill. I will not go into that 
unless later on I might be questioned with reference to what the com- 
mittee may desire in the nature of an amendment to remove lack of 
clarification. 

We have no data on which to estimate the cost of this particular 
bill. There is no way of knowing how many persons eligible there- 
under would file application within the 2-year limitation provided by 
section 1 of the bill, and of those who did apply how many would 
have a service-incurred disability. 

Thus, there is no way to estimate the cost of insuring the disabled 
lives or the cost of claims resulting from the extra hazard of service. 
Likewise, the number of persons who might apply for insurance under 
section 2 of the bill after the expiration of the 120-day period following 
discharge and before the expiration of 1 year after such date is un- 
known. 

However, it can be stated that the administrative costs in processing 
the applications which would be received would be substantial, and 
that there would be a continuing cost involved in the servicing of the 
policies and in the payment of claims. The Government would be 
required to pay all the costs of administration, the cost of claims trace- 
able to the extra hazard of serv ice, and the extra cost of insuring the 
disabled lives. 

Advice has been received from the Bureau of the Budget that the 
enactment of the proposed legislation would not be in accord with the 
program of the President. 

H. R. 2146 varies somewhat from H. R. 2752, and is confined to 
National Service Life Insurance, and it would grant the right only 
during the year 1954. 

H. R. 2339 would extend the right to apply for 1 year. H. R. 2470 
would extend it for 1 year but limit it to term insurance. However, 
in our study on that bill, it appears that if granted the right to term 
insurance the individual could, if he secured that, convert it to one of 
the over plans. 

believe the comment on the three bills I have given covers the 
substance of the other bills. 

If there is no objection, our reports will suffice to cover those bills. 

Mr. Proury. That will be sufficient, I am sure. 

Mr. Brrosauyi. The next subject has to do with paid up insurance 
or waiver of premiums at various ages. As to this group, there are 
five bills, H. R. 1545, H. R. 1546, H. R. 4791, H. R. 4041, and H. R. 24. 

The Veterans’ Administration has made reports on three of these 
bills, H. R. 1546, H. R. 4791, and H. R. 24, which I believe will very 
well cover, I might say, the subject. 

H. R. 1546 is a bill to provide paid-up insurance for certain aged 
veterans. 

It is its purpose to provide that 
every United States Government life insurance, national service life insurance, or 
converted insurance policy shall be considered fully paid and no further premiums 
collected thereon in all cascs where the insured has attained the age of 70 years 
and has paid premiums for 25 years or more. 
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The bill would provide paid-up insurance at age 70 for all insureds 
who have paid or will hereafter pay premiums for 25 years or more on 
insurance heretofore or hereafter issued by the Government under the 
World War Veterans’ Act, 1924, as amended, or the National Service 
Life Insurance Act of 1940, as amended. Although the bill does rot 
spec ifically so state, it is assumed from the use of the word “insured,” 
that it is intended to require that such insurance be in force upon 
attainment of age 70. 

Due to the eligibility requirements of age 70 and payment of 
premiums for 25 years or more, the oaly important classes of policy- 
holders to be benefited would be holders of 5-year-level-premium 
term and ordinary life policies. Those with 20-payment life, 20- 
year endownment, and endownment at 60, 62, or 65 policies would 
receive no benefit whatever. Holders of 30-payment life and 30-year 
endowment policies would benefit only in the event their policies 
were issued after age 40 and then only for a few years, not to exceed 
5. Further, since national service life insurance was not issued prior 
to October 8, 1940, no holder of such insurance could qualify under 
the bill prior to October 1965. 

The fundamental principle upon which any plan of insurance is 
based in that the premiums paid, together with interest earned 
thereon, if any, must provide sufficient reserves to pay all losses over 
the period covered by the contract. The amounts in excess of the 
current cost of protection contributed by each insured member under 
a limited payment life plan are in the nature of prepayments on account 
of protection to be furnished in the future. For that reason an in- 
sured under a 20-payment life plan pays mo + on each vear over 
a shorter period of time than As insured under a 30- payment life plan, 
while both pay more each year over a limited premium paying period 
than an insured under an ordinary life plan who continues his premium 
payments throughout life. 

On the other hand, the premiums charged for insurance under the 
5-vear-level-premium term plan cover only the cost of the protection 
furnished over a 5-vear period, and therefore no reserve is accumulated 
other than that which is temporarily built up for the leveling of the 
term premium over the 5-year period and which is exhausted at the 
end of each period. Hence, the cost of the protection furnished under 
term insurance is always approximately equal to the premiums re- 
ceived. Therefore, it wouk 1 alwavs be to the advantage of the term 
policyholders to carry their insurance to age 70 as term insurance, 
thus avoiding paying the higher premiums for permanent insurance. 

Moreover, if the bill were enacted, no holder of permanent insurance 
who has or will have paid premiums for 25 years or more and who 
would be protected under extended insurance to age 70, would need 
to pay any further premiums to be fully protected for life. 

The bill would apply to both pertempueiig and nonparticipating 
insurance issued by the Government. Under the former, the sured 
is allowed to participate, that is, receive as ain idends a portion of the 
surplus, after deducting the reserve value of the policies, resulting 
from savings from mortality and gains from investment and forfeitures. 

With the exception of insurance issued to certain disabled persons, 

all United Sates Government life insurance, and national service life 
insurance issued prior to April 25, 1951, was participating insurance. 
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The amendments made by the act of April 25, 1951, to the National 
Service Life Insurance Act of 1940, as amended, restricted the issuance 
of participating insurance to certain persons discharged from the 
Armed Fore es after that date who previously had such insurance, and 
provided that otherwise only nonparticipating national service life 
insurance may be issued and only to such persons who apply therefor 
within 120 davs of discharge, or if suffering from service-connected 
disabi —_ s within 1 year from the date service connection is determined 
by the Administrs itor. 

United States Government life insurance and participating national 
service life insurance are operat ed as mutual life insurance organized 
on the level premium, legal reserve basis. All premiums paid on such 
insurance and all interest earned thereon are covered into special 
funds in the Treasury designated as the United States Government life 
insurance fund and the national service life insurance fund. These 
funds are administered by the Government, as trustee, for the sole 
benefit of the policyholders and their beneficiaries. 

On the other hand, under nonparticipating national service life 
insurance all premiums and other collections therefor are credited 
directly to a revolving fund in the Treasury, and any payments on 
such insurance are made directly from the revolving fund. The law 
specifically authorizes appropriations to such fund. 

The insurance which would be considered fully paid under the bill 
would include the usual features of such contracts. Under present 
law only United States Government life insurance and national 
service life insurance issued on a permanent plan may become paid 
up. Such permanent plan contracts contain provisions for cash and 
loan values. Under the bill, insurance issued on the 5-year level 
premium term basis would be deemed paid up. However, such 
insurance would have no cash or loan values since such features are 
not contained in the present contracts of term insurance. All United 
States Government life insurance contains provision for the payment 
of benefits of $5.75 per thousand dollars of insurance in force in the 
event of total and permanent disability. 

The retroactive effect of the bill would entail a very considerable 
amount of administrative work. All claims and insurance folders 
would have to be searched in order to ascertain those cases where 
premiums had been paid on United States Government life insurance 
for 25 years or more and the insurance lapsed after age 70 but prior 
to the insured’s death or becoming permanently and totally disabled. 
These cases would have to be readjudicated, estates reopened, and 
insurance payments to beneficiaries adjusted. Such review and 
adjustment would undoubtedly result in controversies and litigation 
and would, of course, greatly increase any costs which might be 
estimated in connection with this bill. 

Since no benefits, by reason of enactment of this bill, could accrue 
to national service life insurance policyholders before 1965 at the 
earliest, it would be possible for many affected policyholders to be 
charged for their benefits by drastically cutting or completely wiping 
out their future dividends. T he se polic: ‘yhol lers would, in effect, be 
in possession of, and be charged for, life-paid-up-at 70 policies regard- 
less of the fact that they wished to pay for only ordinary life or 5-year 
term policies. As indicated, generally holders of nonparticipating 
national service life insurance pay lower premiums and are not 
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entitled to dividends. Hence, there is no way in which such policy- 
holders could be charged for the benefits provided by the bill. Such 
cost, which would undoubtedly be very large, would have to be borne 
by the Government. 

In the case of United States Government life insurance, where 
there are already approximately 4,000 policies which would be eligible 
under this bill, if enacted (and this number would increase rapidly in 
the future), it will not be possible, in general, to charge the cost of 
benefits of the bill in any important degree to the recipients thereof 
even by completely wiping out their dividends. 

Mr. Marrnews. Excuse me just a minute, What was that number 
again? 

Mr. Brrpsauu. Approximately 4,000 policies. 

These costs would have to be assessed against the future dividends 
of other policyholders, many of whom would never be eligible for 
benefits under the bill. : 

Because of the uncertainty of future rates of mortality, disability, 
withdrawal among United States Government life insurance and 
participating national service life insurance policyholders, and uncer- 
tainty as to the number who in the future will become eligible for and 
apply for issue of nonparticipating national service life imsurance 
under sections 620 and 621 of the National Service Life Insurance Act 
of 1940, as amended, it is not possible to give a reasonable estimate of 
the cost of the bill. 

Advice has been received from the Bureau of the Budget that the 
enactment of the proposed legislation would not be in accord with 
the program of the President. 

L took the liberty of reading this report into the record, because of 
its actuarial basis for the cost determinations. 

[ think I will now turn to H. R. 24. 

H. R. 24 proposes to amend title III of the World War Veterans’ 
Act, 1924, as amended, by adding thereto a new section, numbered 
314, to provide that any person having United States Government 
life insurance in force on his 70th birthday shall be deemed to be 
permanently and totally disabled on and after such date for insurance 
purposes. 

The bill would automatically mature by operation of law all United 
States Government life insurance policies in force when the insured 
has reached age 70. All policies of United States Government life 
insurance include a provision granting monetary benefits at the rate 
of $5.75 for each $1,000 of insurance, if the insured becomes totally 
and permanently disabled while the insurance is in force, and_ all 
premiums are waived during the continuance of such disability. 
Upon the death of the insured while totally and permanently disabled, 
the commuted value of the remaining unpaid installments, not more 
than 240, is payable to the beneficiary in accordance with the optional 
settlement provisions of the policy. Hence, the effect of the bill, 
enacted, would be to grant a benefit to every person who has United 
States Government life insurance in force at age 70, regardless of the 
condition of his health, the plan on insurance, or the amount of pre- 
miums paid into the fund. 

In the event of the bill’s enactment, the insured under a life or 
endowment policy with sufficient equity to provide extended term 
insurance to age 70 could lapse his policy and receive a benefit equiva- 
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lent to the full face amount of the policy at age 70 without further 
premium payments. Ordinarily, the nonforfeiture provision of 
extended term insurance is used voluntarily only by those who have 
very good reason to believe they will not live beyond the term period. 
However, under the bill all polic: vholders whose policies would con- 
tinue in force as extended insurance until they become 70 years of age 
would immediately cease to make any further pa yment of premiums. 

Now that insurance is operated as a mutual life insurance organized 
on the level premium, legal reserve basis. All premiums paid on this 
insurance and all interest earned thereon are covered into a special 
fund in the Treasury designated as the United States Government 
life insurance fund, which is administered by the Government, as 
trustee, for the sole benefit of the policyholder and his beneficiaries. 

The premiums charged for United States Government life insur- 
ance, including both death and total and permanent disability bene- 
fits, are the net premiums for the death benefit only, based on the 
assumption that deaths will occur in accordance with the American 
Experience Table of Mortality and that the invested funds will earn 
3% percent interest per annum. The premium charged for the 
ordinary life pian is the mathematical equivalent of the premium 
ane for limited payment life plans. The insured under a 20- 
payment life plan pays more each year over a shorter period of time 
than an insured under a 30-payment life plan, while both pay more 
each year over a limited premium-paying period than the insured 
under an ordinary life plan who continues his premium payments 
throughout life. We then include the same statement in this report 
as I gave to you a moment ago relating to level premium term policies. 
[t is assumed the bill is intended to have only prospective application. 
However, if it should be held to have retroactive effect, it would 
entail a very considerable amount of administrative work. All claims 
and insurance folders would have to be searched and reviewed and 
adjusted. 

As of November 30, 1952, there were 440,618 United States Gov- 
ernment life-insurance policies in force, amounting to $1,914,232,871 
of insurance. Of these, 24,736 were 5-year-level premium-term poli- 
cies amounting to $159,043,325 insurance, 10,717 were extended poli- 
cies amounting to $21,514,468 insurance, and 405,165 were permanent- 
plan policies amounting to $1,733,675,078 insurance. It must be 
assumed that all policyholders ‘of United States Government life 
insurance, because of the attractive features of the bill, would plan 
to mature their policies at age 70 with the least possible expense to 
themselves. Few, if any, term policies would be converted to per- 
manent plans of insurance and most permanent-plan policies would 
be placed as extended insurance as soon as the extension would carry 
the insurance to maturity at age 70. Since the bill makes no pro- 
vision for payment of the cost thereof by the Government, it is 
probable that the United States Government life-insurance fund 
would be made insolvent. 

Because of the adverse effect which this proposal would have upon 
the U nite “1 States Government life-insurance fund, it is the Adminis- 
trator’s belief that enactment thereof would not serve the best 
interests of the policyholders for whom such fund is maintained. 

Advice has been received from the Bureau of the Budget that the 
enactment of the proposed legislation would not be in accord with 
the program of the President. 
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I think I skould mention this third bill, H. R. 4791, which, our 
report indicates, would affect only a few cases. 

The purpose of the bill is to amend section 602 (n) of the National 
Service Life Insurance Act of 1940, as amended, ‘en Satine after the 
words “and (3) prior to the insured’s 60th birthday” the words 
“except in the case of those persons called into active duty after 
attaining the age of 60 years.”’ This has to do with the waiver of 
premiums in the case of total disability continuing for 6 months or 
more. Under the law the disability must arise before age 60, and 
that is comparable, and was comparable at the time the act was con- 
sidered by Congress, with the requirements of commercial insurance 
policies. This bill would make an exception, by providing that when 
a person is called into active service, and then the disability arises 
after age 60, they would nevertheless be entitled to the waiver. The 
only way they can get the waiver now is to have the disability arise 
before age 60, and this would make an exception for a specific group. 
We can’t see where it would apply to very many persons, because as 
a rule they are not called into active service at age 60. If they are, 
they usually have high rank. 

Mr. Marrnews. Right along that line, it would seem to me the 
only ones that could be called in would be the generals. 

Mr. Brrpsatt. We mention that in the report, that it ‘would 
generally be only those of high rank. 

The next subject, Mr. Chairman, has to do with amendments to 
the insurance or indemnity acts stemming from Public Law 23. 

The first bill on that is H. R. 547. 

The purpose of the bill is to amend Section 622 of the National 
Service Life Insurance Act of 1940, as amended, effective April 25, 
1951, by adding a new subsection to provide that any person who 
(1) fails to apply for the waiver of premiums now authorized under 
the existing section for reasons determined to be sufficient by the 
Administrator, and (2) makes a written application under the new 
subsection while in the active service, or within one year after date of 
his release from active service, shall receive a sum representing the 
aggregate amount of premiums paid by him as a result of such failure 
to make application for waiver, less any dividends attributable to 
the period for which such refund of premiums is made and paid to 
him on the insurance with respect to which he paid such premiums. 

The bill would’ require that an application thereunder be made 

“‘while in active service, or within one year after the date of his 
release from active service.’ The bill thus would afford no benefit 
to two different groups, that is, (1) those persons who failed to apply 
for waiver but who, upon enactment of the bill, will have been sepa- 
rated from active service for more than 1 year, and (2) those persons 
who died during the period when a waiver could have been in effect. 

Existing provisions of section 622 of the National Service Life 
Insurance Act of 1940, as amended, authorize, upon written applica- 
tion by the insured, a waiver of all premiums on 5-year level premium 
term national service life insurance or United States Government life 
insurance, and that portion of any permanent insurance premiums 
representing the cost of the pure insurance risk, becoming due after 
June 1, 1951, or the first day of the second calendar month following 
entry into active service, whichever is the later date, and during the 
remainder of such continuous active service, and 120 days théres afte rT. 
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Election by an insured of the premium waiver benefits of the section 
renders his contract of insurance nonparticipating during the period 
such premium waiver is in effect. Whenever benefits under such 
insurance become payable because of the maturity of the policy while 
the insured is entitled to waiver under the section, liability for pay- 
ment of such benefits is borne by the United States in an amount 
which, when added to any reserve of the policy at the time of maturity, 
will van al the then value of such benefits under such policy. 

The bill in its present form may be intended to cover only those 
persons who failed to file application for waiver at any time prior to 
the date of its enactment. However, it is subject to the construction 
that it covers also persons who belatedly filed application for waiver, 
that is, persons who filed application subsequent to the earliest date 
they could have been granted waiver if they had applied as soon as 
possible under the existing provisions of the law. Should the bill 
receive further consideration, it is suggested that it be clarified in this 
connection. 

On April 30, 1951, the VA advised the Secretary of Defense of the 
provisions of Public Law 23, 82d Congress, including the provision 
relating to premium waiver under section 622 of the National Service 
Life Insurance Act of 1940, as amended. It is understood that the 
Defense Department disseminated such information through official 
channels to its personnel. As of March 31, 1953, approximately 
2,300,000 applications for waiver under section 622 have been filed by 
servicemen. 

The proposed legislation provides that retroactive waiver may be 
granted where failure to apply is due to “reasons determined to be 
sufficient by the Administrator.” It would appear that in order 
properly to administer this proposal an allegation to the effect that no 
information as to waiver was provided, or that the applicant was 
misinformed or that circumstances beyond the applicant’s control 
prevented filing for waiver, would have to be checked and validated. 
These investigations could prove extremely costly and without a 
sufficient force of employees would result in considerable delay in the 
handling of these refunds. 

The bill does not specifically indicate the source from which the 
refunds thereunder are to be paid. However, since the bill would 
amend section 622 of the National Service Life Insurance Act of 1940, 
as amended, there would be for application the provision now con- 
tained in that section that 

The Administrator is authorized and directed to transfer from time to time 
from the national service life insurance appropriation to the national service life 
insurance fund and from the military and naval insurance appropriation to the 
United States Government life insurance fund such sums as may be necessary to 
carry out the provisions of this section. 

Accordingly, it would appear that the entire cost of the bill, if enacted, 
would be borne by the Government. We are unable to furnish any 
worthwhile estimate of cost of the bill. 

Service men with a United States Government life insurance term 
policy almost without exception made an early application for the 
section 622 waiver benefit. Of the 65,000 servicemen with United 
States Government life insurance permanent policies who have not 
applied for the section 622 waiver, it may be assumed that such 
application was in most cases disadvantageous in that the dividends 
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exceeded the pure insurance risk. It is not known how many of 
those 65,000 would be eligible for benefits under the bill, or of those 
eligible who would find it financially beneficial to apply for a refund 
under the proposal. On the other hand, dividends on permanent 
plans of national service life insurance generally have been less than 
the cost of the pure insurance risk and in most instances it would be 
profitable for such policyholders to apply for benefits under the bill. 
In all cases eligible holders of 5-year level premium term policies 
would benefit from application under the bill, since the term premiums 
in all cases exceeded the dividends paid. 

Approximately 2,300,000 applications for waiver under section 622 
have been filed and it is estimated that about 500,000 persons who have 
been eligible for waiver have not filed therefor. Hence, assuming that 
the bill would cover those persons who filed belatedly as well as those 
who have not filed at any time, it is estimated that there is a potential 
maximum of about 2,800,000 persons who presently could be affected 
by the bill. If 90 percent of these persons would apply for considera- 
tion under the proposal, then approximately 2,500,000 applications for 
refunds would be received at an estimated administrative cost of 
$6,250,000 over a 2-year © ‘riod following enactment of the bill. In 
view of the fact that the bill would apply to those who in the future 
will enter the Armed Forces, the requirements for receipt of an applica- 
tion, verification of the reasons for failure to apply, recalculation of 
dividends, adjustment of accounts and refunds, would create a con- 
tinuing substantial administrative cost. 

The Bureau of the Budget has recommended against the favorable 
consideration of this bill. 

The next proposal is H. R. 4599. It was originated by the Depart- 
ment of Defense. The bill was coordinated by the Bureau of the 
Budget with the agencies affected, and the Veterans’ Administration 
has no objection to its enac tment. It is directed to applying for waiver 
of premiums, under section 622, first of all for certain persons missing 
in action, and second, for cadets and mids hipmen. 

The report is not too long, and if you care to have me read it 
through, I could, but that is the purpose of the bill. 

Mr. Prouty. I don’t think, Mr. Birdsall, under the circumstances, 
it is necessary to read it. 

Mr. Birpsauv. It is all in the record, s 

H. R. 2278 is the next one. 

The purposes of this bill are: (1) To provide for replacement of 
5-year level premium term insurance, the term of which expires within 
120 days after discharge from service after April 25, 1951; (2) to 
provide for automatic renewal of term insurance, which is under 
premium waiver during active service and 120 days thereafter, the 
term of which expires within 120 days after discharge from service 
after April 25, 1951, and to waive premiums thereon for the remainder 
of such 120-day period under section 622 of the National Service 
Life Insurance Act of 1940, as amended; (3) to provide that the 
United States shall bear the excess losses resulting from the issue or 
reinstatement of insurance, without medical examination, under 
section 5 of the Servicemen’s Indemnity Act; and (4) to prevent 
further payment of servicemen’s indemnity to any parent not desig- 
nated as beneficiary or contingent beneficiary by the insured, who shall 
have abandoned the insured, and who shall have remained in abandon- 
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ment as of the date of death of the insured, and to adjust payments 
of benefits in such cases. 

The reference to section 5 warrants some explanation for the record. 
Section 5 of the Servicemen’s Indemnity Act provides, in part, that 
any person in the active service, who is insured under a permanent 
plan of national service life insurance or United States Government 
life insurance, may elect to surrender such contract for its cash value, 
and within 120 days after separation from active service be granted, 
without medical examination, the same type, plan, and amount of 
insurance so surrendered, or may reinstate such insurance upon pay- 
ment of the required reserve and the premium for the current month. 
Any person in the active service having insurance on the 5-year level 
premium term plan, the term of which expires while the person is in 
active service after April 25, 1951, may, upon application made within 
120 days after separation from service, payment of premiums and 
evidence of good health satisfactory to the Administrator, be granted 
an equivalent amount of insurance on the 5-year level premium term 
plan at the rate for his then attained age. 

Waiver of premiums under the National Service Life Insurance Act 
of 1940, as amended, may not be denied in any case of issue or rein- 
statement of insurance on a permanent plan under this section in 
which it is shown to the satisfaction of the Administrator that total 
disability of the applicant commenced prior to the date of his appli- 
cation. 

The Insurance Act of 1951, part II, Public Law 23, among other 
things, added section 622 to the National Service Life Insurance Act 
of 1940, as amended, to provide, in part, that after April 25, 1951, 
any person while in active service for a continuous period in excess 
of 30 days who is insured under national service life insurance or United 
States Government life insurance shall be entitled, upon written 
application, to a waiver of all premiums on 5-year level premium term 
insurance, becoming due after the first day of the second calendar 
month following the date of enactment, April 25, 1951, or the first 
day of the second calendar month following entry into active service, 
whichever is the later date, and during the remainder of such continu- 
ous active service and 120 days thereafter. If the term of any 5-year 
level premium term insurance on which premiums have been waived 
under this section expires while the insured is in active service, such 
term is automatically renewed for an additional 5-year period and 
the premiums due at the then attained age are waived as provided 
above. 

[t will be noted from the above that the present law limits replace- 
ment of expired term insurance to that which expires while the insured 
is ip the active service. The bill would amend section 5 of the Service- 
men’s Indemnity Act to permit replacement of such insurance which 
expires within 120 days after discharge from service. 

Also, present law limits automatic renewal of term insurance which 
is under premium waiver pursuant to section 622 of the National 
Service Life Insurance Act of 1940, as amended, to insurance the term 
of which expires while the insured is in the active service. The bill 
would provide an automatic renewal under section 622 of term insur- 
ance which expires within 120 days after discharge from service. 

We then indicate some complications of administration that will 
arise in connection with section 3 of the bill. 
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Now, section 4 is one which is of special significance. It would 
preclude payment of the indemnity to parents, not designated as 
beneficiary by the insured, who shall have abandoned the insured and 
who shall have remained in abandonment as of the date of his death. 
Such amendment would not require the discontinuance of an indemnity 
award for any period prior to receipt in the Veterans’ Administration 
of evidence of such abandonment, nor require duplicate payments of 
benefits in any case. While there is a basis in principle for declaring 
forfeiture in the case of parents who abandon the serviceman during 
his minority and remained in abandonment as of the date of his death, 
it would be extremely difficult in many instances to ascertain the facts 
thereof and an extensive investigation would be necessary before a 
proper determination could be made in such cases. The operating 
costs of the Veterans’ Administration would be increased and settle- 
ment of indemnity claims would in certain cases be delayed. This 
section contains no definition of abandonment and does not establish 
any standards which may be used to determine whether or not the 
parent had abandoned the serviceman and had remained in abandon- 
ment until the date of his death. Furthermore, there is no require- 
ment that the original abandonment must have occurred prior to the 
time the serviceman attained his ms ujorit; y. 

If the bill is enacted, sections 1 and 2 thereof would create little or 
no cost to the Government. 

As to section 3, with respect to the United States bearing the excess 
losses resulting from i issue or reinstatement of insurance under section 
5 of the Servicemen’s Indemnity Act, without medical examination, 
there is no data available upon which to base an estimate of such cost, 
but it is believed that such cost would be small. 

Section 4, which would prevent payment to parents who were in 
abandonment at the time of death, might result in some small savings 
to the Government due to the fact that payment of indemnity may 
be barred in some cases; however, this would be offset to some extent 
by an increase in the administrative cost. 

Advice has been received from the Bureau of the Budget that there 
would be no objection to the submission of the report to the committee. 

Now, on H. R. 3198, we have not furnished the committee wich an 
official report, but we can give you a brief comment as to its purpose 
and effects. 

Mr. Proutry. What number was that, again? 

Mr. Birdsall. That is H. R. 3198. 

Mr. Prouty. Thank you. 

Mr. Brrosautu. Mr. Knapp has a rough draft summary which has 
been prepared, and from that he can perhaps give you a very brief 
statement on the bill. 

Mr. Knapp. Mr. Chairman, the purpose of H. R. 3198 is to amend 
Public Law 23, the Servicemen’s Indemnity Act of 1951, to provide 
that the automatic indemnity authorized by the act shail be payable 
in addition to any Government life insurance in force at the time of 
death; except that the indemnity would be reduced by the amount 
of any such insurance on which premiums were being waived by the 
Government under section 622 of the National Service Life Insurance 
Act at the time of death. 

As Mr. Birdsall pointed out a while ago, Public Law No. 23 enacted 
in April 1951, provided for this new free or gratiutous indemnity for 
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every person in the active service. In connection with that, it placed 
certain limitations with respect to insurance coverage. That is, 
the Government no longer issued, on a voluntary basis, insurance to 
persons in active service. And those persons coming into active 
service who had insurance were given certain options which would be 
to their advantage, either to take the cash value of the insurance or 
to place it under a free waiver of premiums while they were in the 
active service, and at the same time take advantage of the free 
$10,000 indemnity. But in no case—and the act specifically provided 
that—may an insured or a person in service receive upon death, 
either in active service or within 120 days thereafter, more than 
$10,000, representing either indemnity or insurance or a combination 
of the two. 

This bill would, as I have stated, require the full indemnity m addi- 
tion to any insurance which a person might have. 

Now, in view of the free waiver of premiums under section 622, 
of which many servicemen have taken advantage, so that they carry 
the contract in force and at the same time received the free indemnity 
coverage—in view of that, it is very possible that in the event of enact- 
ment of this bill, substantially all of those insured will terminate 
their waiver of premiums, because they then could receive $10,000 
insurance plus $10,000 indemnity, or a total of $20,000, in the event 
of their death in active service or within 120 days thereafter. 

The policy of the Government has been consistent since 1917 with 
respect to the total amount of coverage one person may receive 
under Government insurance. The World War Veterans Act set a 
maximum of $10,000. That is the same maximum contained in the 
National Service Life Insurance Act, and under the new program of 
indemnity coverage, the maximum has been $10,000, and in no event 
have they, by combination of the benefits, been allowed to receive 
more than that amount. 

The enactment of this bill would, of course, be inconsistent with 
that policy. It would represent a change. 

With respect to cost of the bill, there would be a great increase in 
administrative cost of the insurance and indemnity programs to 
both the service departments and the Veterans’ Administration. 
As indicated in the legislative history of Public Law 23, administrative 
cost of the insurance programs was one of the basic and major reasons 
for the enactment of that law. 

The cost of the bill, other than administrative, would be the cost of 
indemnity claims in an amount equivalent to the amount of Govern- 
ment life insurance carried by men, who die im service, or during 120 
days after discharge. 

If it is assumed that all of the so-called section 622 waivers are dis- 
continued, current figures indicate that an additional $5 million face 
amount of indemnity claims per month would be assessed against the 
servicemen’s indemnity appropriation. However, it is believed that 
this sum would decrease sharply in the future, because of the separa- 
tion from service of individuals with Government life insurance and 
the entry into active service of a new group of persons who do not 
now have indurance and would not be able to take it out initially. 

If it is assumed that the average claims of persons who would bene- 
fit by the provisions of this bill over the next 5 years are $2 million per 
month and are negligible thereafter, the cost to the Government would 
approximate $1. 34 million spread over 15 years. Such estimate is, of 
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course, based on the assumption that the future defense situation will 
not require the full-scale reentry into service of persons holding Gov- 
ernment life insurance. It is obvious that in such an event there 
would be millions of present holders of Government life insurance 
among the veteran civilian population today, who, if they reentered 
service and died during that active service, would receive a maximum 
of $20,000. 

Mr. Proury. Thank you. Mr. Birdsall, I have got to leave in a 
few minutes for a Foreign Affairs Committee meeting, and before | 
go, J should like to ask you one question, which does not pertain to 
any of the bills before the committee at the present time. 

[ understand there is a possibility that a bill may be introduced 
which will provide that automatic insurance protection be extended 
to members of the ROTC, and I wondered if you would care to com- 
ment on the implications of extending these benefits under Public 
Law 23. 

Mr. Birpsauy. Of course, I couldn’t anticipate the views of the 
Veterans’ Administration. Ordinarily, however, we would apply the 
policy of the Administrator, which is neither to recommend for nor 
against, but it would all depend on the nature of the vehicle which is 
used to give them protection. It is a question, of course, of broad 
policy, of how far the Government should go. They are not in the 
active service, the active military and naval service. And so there 
arises that complication of bringing in persons not in the active mil- 
itary service, on many of which bills have been introduced repeatedly. 
Our policy has always been that the real words of art, are “active 
military and naval service,” and if it be determined that they are in 
the active military and naval service, they should get all the benefits 
that flow from such service. There is always introduced the question 
as to other similar groups who are fiot deemed to be in active service. 

I don’t know enough about what this proposal is, Mr. Chairman, to 
give you very much help. 

Mr. Prouty. I think the VA Solicitor has rendered an opinion 
denying coverage to this group in the past. I do not know what the 
specific proposal will be. I just merely wanted to raise that question. 
If the bill is introduced later without objection, I will insert it in this 
hearing, together with whatever information is pertinent. 

(The matter referred to is as follows:) 

VETERANS’ ADMINISTRATION, 
Washington 25, D. C., October 15, 1982. 
Mr. Epwarp A. YEAGLE, 
Peoria, Ill. 

Dear Mr. Yeac ue: Reference is made to application for servicemen’s in- 
demnity based on the death of your son while in summer training as a ROTC 
student. 

After careful study of the facts in the case it has been determined that mem- 
bers of the ROTC of the Army are civilians and that their training at summer 
camp is not active service or active duty or active training duty as required by 
section 2 of Public Law 23, 82d Congress, and that they are not therefore auto- 
matically insured under the provisions of the act. Servicemen’s indemnity is, 
therefore, not payable in this case. 

If you have no further evidence to submit but have substantial reason to believe 
that the decision is not in accordance with the law and the facts in your case, 
you may appeal to the Administrator of Veterans’ Affairs at any time within 1 
year from the date of this letter. If you wish to appeal, you should so inform 
this office and you will be furnished with VA Form P-—9 for that purpose. 

Very truly yours, 
R. J. Hinton, 
Director, Dependents and Beneficiaries Claims Service 
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DEPARTMENT OF THE ARMY, 
OFFICE OF THE ApDJUTANT GENERAL, 
W tshinagton D5. dD. 7 Ne pltembe r 12, 1951. 
Mr. Epwarp YEAGLE, 
Peoria, Ill. 

Dear Mr. YeaG.ue: I have your letter of August 2 in which you request in- 
formation as to whether the Servicemen’s Indemnity Act of 1951, Public Law 23, 
82d Congress, applies to your son, Joseph E. Yeagle, who died at Fort Lee, Va., 
on July 22, 1951, while attending the Quartermaster ROTC training camp. 

ROTC students are not members of the armed services and, in general, laws and 
reguiations pertaining to claims for injury or death by military personne! do not 
apply to ROTC students. Specificaily, the mentioned Indemnity Act does not 
provide insurance coverage for members of the ROTC, regardless of the type of 
training they may be performing However, the act of June 15, 1936 (49 Stat. 
1507; 10 U.S. C. 455c) makes the following specific provisions for ROTC students 
who suffer injury, illness, or deat ‘attending an ROTC training camp, 

‘Members of the Reserve Officers’ Training Corps and members of the Citizens’ 
Military Training Camps who suffer personal injury or contract disease in line of 
duty while en route to or from and during their attendance at camps of instruction, 
inder the provisions of section 47a or 47d of said National Defense Act, as 
amended, shall, under regulations prescribed as aforesaid, be entitled to hospital- 
ization, rehospitalization, medical and surgicai care, in hospital and at their homes, 
pay and allowances, transportation, and subsistence, as in the case of persons here- 
inbefore described. If the death of any person mentioned herein occurs while he 
is on active duty, or undergoing training or hospital treatment contemplated by 
this section, the United States shall, under regulations prescribed as aforesaid, 
pay the necessary expenses for recovery of the body, its preparation for burial, 
including the use of such of the uniform and articles of clothing issued to him as 
may be required, interment (or cremation, if requested by his relatives), and trans- 
portation of his remains, including round-trip transportation and subsistence of 
an escort, to his home or the place where he received orders for the period of train- 
ing upon which engaged at the time of his death, or to such other place as his rela- 
tives may designate provided the distance to such other place be not greater than 
the distance to his home: Provided, That when the expenses of the recovery, prep- 
aration, and disposition of remains herein authorized, or any part thereof, are paid 
by individuals, such individuals may be reimbursed therefor at an amount not 
exceeding that allowed by the Government for such services.” 

In view of the above, it does not appear that the Servicemen’s Indemnity Act 
of 1951 applies in the death of your son 

If you desire any additional information, it is suggested that you contact the 
Commanding General, Fifth Army, Chicago, Ill., who is in a better position to 
advise and assist you in this matter. 

I wish to express my deepest sympathy to you in your great loss, and I regret 
my reply cannot be more favorable 


Sincerely yvours, 


il 








*« 








Joun A. KLEIN, 
Brigadier General, United Siates Army, 
Acting the Adjutant General. 


Digest—OP. SOL No. 247-52 
XC-16 576 969 


September 19, 1952 


INSURANCE—SERVICEMEN’S INDEMNITY ACTIVE SERVICE—STUDENTS {ESERVE 


OrriceRS TRAINING Corps—SumMMER TRAINING—CIVILIAN Stratus—Nor 
AUTOMATICALLY INSURED UNDER SERVICEMEN’S INDEMNITY AcT oF 1951, 
Sec. 2, Pusiic Law 23, 82p Cona. (88 U. S. C. 851)—Pustic Law 476, 82p 


ConG 10 U. S. C. 442—AR 145-350 178s—OP. or J. A. G., U. 8. Army, 
Sec. 1404 (3) Pa. 685 





Question: Is a member of the Army ROTC who reported for his summer 
training pursuant to official orders and who died of a disease prior to completion 
of such training automatically insured under the provisions of the Servicemen’s 
Indemnity Act of 1951? 
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Hetp: No. Members of the ROTC of the Army are civilians and their training 
at summer camps is not active service or active duty or active training duty as 
required by section 2, Public Law 23, 82d Congress. 

Memo to Assistant Administrator for Claims. 

Subjects (11): 

Insurance—Indemnit y—Active Service 
Insurance—Indemnit y— Reserves 
Insurance—Indemnit y— Eligibility 
Active Service—Reserves—ROTC 
Active Service—Training Camps 
Active Service—Civilians 

Words and Phrases ‘‘Active Service”’ 
Regulations— Army 

Departments— Defense—Army 

Section 2, Public Law 23, 82d Congress 
Publie Law 476, 82d Congress 


Souiciror’s OPINION, VETERANS’ ADMINISTRATION Op, Sou. #247—52 


SEPTEMBER 19, 1952. 

To: Assistant Administrator for Claims. 
From: The Solicitor. 
Subject: XC—16 576 969. 

1. This is in reply to your memorandum reading as follows: 

“QUESTION 

“1. Is a member of the Army Reserve Officers’ Training Corps who re- 
ported for his summer training pursuant to official orders and who died of 
disease prior to completion of such training automatically insured under the 
pre visions of the Servicemen’s Indemnity Act of 1951? 


“FACTS 


‘2. X,amember of the Army Reserve Officers’ Training Corps, was ordered 
to report for summer training at Fort Lee, Virginia, not later than June 16, 
1951, by Special Orders No. 73 dated May 26, 1951. He died in the United 
States Army Hospital at Fort Lee on July 22, 1951, of compression medulla 
oblongata due to acute meningitis cerebrospinal, his death being certified to 
the Department of Health by Y, Ist Lt., M. C. 

“3. The Adjutant General, in response to a request from the Veterans’ 

Administration as to the status of such persons, has stated in a letter dated 
June 16, 1952, ‘Inasmuch as ROTC students as such are not members of the 
military, it appears that laws and regulations pertaining to claims for injury, 
illness, or death, which are applicable to Army personnel do not apply to 
ROTC students.’ ”’ 
Members of the Reserve Officers’ Training Corps, as such, are not mentioned 
in Section 2 of Public Law 23, 82d Congress (838 U.S. C. 851) as persons entitled 
to be automatically insured. The coverage given for active duty or active training 
duty is limited to the reserve components of the Regular Establishments and of 
the National Guard. The ROTC is not a component of the armed forces (Public 
Law 476, 82d Congress). ROTC camps are designated as civilian military train- 
ing camps (10 U. 8. C. 442). Active members of the armed forces may not be 
enrolled in the ROTC (under AR 145-350 17b.) 

3. With reference to paragraph 3 of your memorandum, this Office communi- 
cated informally with Major Z, in charge of the ROTC program in the Depart- 
ment of the Army, in connection with the letter from the Office of the Adjutant 
General, Department of the Army, dated June 16, 1952, copy of which is in the 
file of this veteran. Major Z stated that when the verbal request was received 
from the VA for a determination of the status of a member of the ROTC it was 
realized that there were no regulations covering this specific question. Conse- 
quently, they requested the Office of the Adjutant General to clear the letter in 
question, in which it was stated that ROTC students are not members of the 
military. He stated further that a bill was introduced in Congress in January 
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1951, S. 325, designated as Reserve Officers’ Training Corps Act of 1951, in which 
provision had been made to require a reserve status for enrollment in ROTC, but 
that no final action was taken on the bill. He stated further that the Army has 
always regarded ROTC students as civilians. ; 

4. In the digest of opinions of the Judge Advocate General of the Army, 1912- 
1940, Section 1404 (3), page 685, the following digest is given: 

“Training Camp service.—Civilians specially enlisted for training at 
officers’ camps, under section 54, National Defense Act of 1916, were under 
no present obligation to render general military service, their only obligation 
being an executory promise to accept a future commission in consideration 
of present pay. Since they did not take the oath of enlistment prescribed 
in A. W. 109, their service at such camps was not service in the Army, within 
the meaning of section 9, Pay Readjustment Act, and may not be counted 
by an enlisted man in computation of longevity pay. 241.12, Mar. 6, 1929.” 

5. It is apparent from available information that members of the ROTC of the 
Army are civilians and that their training at summer camps is not active service 
or active duty or active training duty as required by Section 2 of Public Law 23, 
82d Congress. Consequently, X was not automatically insured under the pro- 
visions of the Act 

Epwarp E. Onom. 

Distribution 

Field Distribution (170 

Asst. Adm. Insurance (170 

Asst. Adm. Claims (170 

Board of Veterans Appeals (10 

Adjudication Officers (5) 

Dir. of Clms. D. O. (5). 

Dir. of Ins. D. O. (2) 

Mr. Birpsauy. We will be very careful to study it and give you a 
full report, sir. 

Mr. Proury. Thank you. 

Mr. Brrpsaty. The next bill is H. R. 1216, to authorize the pay- 
ment of servicemen’s indemnity to survivors of members of the 
National Guard who die while engaged in any training duty under 
competent orders. 

H. R. 1216 is identical with H. R. 4193 and H. R. 8238, bills of the 
82d Congress, on which the Veterans’ Administration rendered reports 
to the Committee on Veterans’ Affairs under dates of September 27, 
1951, and June 20, 1952, respectively. 

I might indicate that here is a group not included because they did 
not meet the requirements of active military or naval service, which 
is involved in any consideration of your ROTC group. 

The Servicemen’s Indemnity Act of 1951, part I, Public Law 23, 
82d Congress, approved April 25, 1951, provides for the payment of 
an indemnity in the sum of $10,000, reduced by the amount of any 
national service life insurance or United States Government life 
insurance in force at the time of death, to certain survivors of the 
members of the Army, Navy, Air Force, Marine Corps, Coast Guard, 
or the Reserve components thereof, including the National Guard, 
when called or ordered to active duty for 14 days or more, who on or 
after June 27, 1950, die or shall have died in the active service, or 
within 120 days after release from such service if called to active 
service for a period exceeding 30 days. Persons in the Reserve 
components, including the National Guard, while engaged in aerial 
flights in Government-owned or leased aircraft for any period, with 
or without pay, as an incident to their military or naval training, are 
deemed to be in active service for the purposes of the act. 

The bill, if-enacted, would extend the servicemen’s indemnity cover- 


age provided by Public Law 23, 82d Congress, to the members of the 
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National Guard who die or shall have died on or after June 27, 1950, 
while engaged in inactive training duty; that is, weekly drill periods, 
or while engaged in active training duty for less than 14 days under 
competent Federal orders, and to members of the National Guard 
while engaged in any training duty, active or inactive, for any period 
of time, under competent State orders. It would not provide any 
benefit for members of the Reserve components of the Army, Navy, 
Air Force, Marine Corps, and Coast Guard, who die while attending 
weekly drills or other inactive training duty. 

In that connection, reference is made in the report to page 9 of 
House Report No. 6, 82d Congress, on the bill which became Public 
Law 23, and it states this with respect to coverage. This is quoting: 

The board coverage of the bill would include * * * persons in the Reserve 
components, including the National Guard, while engaged in aerial flight in 
Government aircraft, regardless of the period of time involved in such duty, 
provided such flights are incident to their military or naval training. Members 
of the National Guard, except as noted above, are included only when they are 
called or ordered to active duty or active training duty for a period of fourteen 


days or more. A man serving in the National Guard on maneuvers for two weeks 
during the summer, for example, would have the protection afforded by this 
legislation. On the other hand, it would not provide protection for members of 
the National Guard who are performing training duty in a drill hall once or twice 
a month. Neither would it give protection to a man injured when the Guard 
was acting as an agency of the State in quelling a riot or other disturbance. The 


committee has been advised that any such injuries are compensable under the 
laws of the individual States. 

Now, of course, we take the position there, as to the introduction 
of any new group or any type of service, that we do not recommend for 
or against, but we indicate it is a matter of broad policy for determina- 
tion by the Congress. 

According to the data received from the National Guard Bureau, 
there have been 24 deaths to date which would be covered by the bill. 
The Bureau did not furnish identifying information as to such persons. 
As a consequence, we are unable to state the extent to which these 
persons carried Government life insurance. However, from data 
gathered from previous comparable cases, it is likely that such insur- 
ance, if any, was small. 

Mr. Prouty. These 24 deaths appeared over what period of time? 

Mr. Brrposauu. From 1950 to the time of the recent request. 

Mr. Proury. Thank you. 

Mr. Bonin (presiding). Actually, though, Mr. Birdsall, were there 
not more? 

Mr. Brrposautu. These are deaths, now. 

Mr. Bontn. I mean deaths. 

Mr. Brrposatu. Which would be covered by the bill. 

Mr. Marruews. On some phase of military duty. 

Mr. Bontn. How about the Conshohocken case? They were all 
National Guardsmen. There were over 30 of them killed there. 

Mr. Brrpsauu. I think they were covered under existing law. 

Mr. Bonrn. I am advised that Public Law 23 covered these cases. 

Mr. Brrosatu. There were a few I remember that were not covered 
in another episode, but that would be included in the 24. 

Assuming that the maximum indemnity would be payable in each 
case, the total principal sum of the Government’s indemnity liability 
for such deaths would b» $240,000. It is, of course, difficult to esti- 
mate the future cost of the bill with any degree of accuracy, because 
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such cost depends not only on the number of National Guard members 
not in active Federal service, but also on such factors as the age 
composition of the group, the average time spent in weekly training, 
the type of weekly drill or training, etc. The National Guard Bureau 
has advised that there are at the present time about 256,700 Air and 
Army National Guard members not in such active service. 

The Bureau of the Budget has advised against favorable considera- 
tion of the legislation by the committee. 

H. R. 1259 is a bill to amend the National Service Life Insurance 
Act of 1940 and the Servicemen’s Indemnity Act of 1951 to provide 
for lump-sum payments to certain beneficiaries under these acts. 
Section 1 of the bill would authorize the payment of national service 
life insurance maturing prior to August 1, 1946, in a lump sum. Sec- 
tion 2 provides that the payment of the servicemen’s indemnity shall 
be made in a lump sum when the insured has so specified in writing. 
As the two sections are not directly related, each will be discussed 
separately in the following comments. 

Section 1: The purpose of section 1 of the bil! is to amend the 
National Service Life Insurance Act of 1940, as amended, to provide 
that the beneficiary, whether or not the first beneficiary, of insurance 
maturing prior to August 1, 1946, shall have the right to elect at any 
time to receive in one sum that part of the proceeds of the insurance 
which remains unpaid. Further, the Administrator of Veterans’ 
Affairs would be required to send by registered mail addressed to the 
last-known address of each beneficiary of insurance which matured 
prior to August 1, 1946, a notice explaining such right of election. 

Section 1 of H. R. 1259, 83d Congress, is identical in purpose with 
H. R. 3351, 82d Congress, on which the Veterans’ Administration 
rendered a report to your committee under the date of May 1, 1951, 
Committee Print No. 111. 

Under the present law, national service life insurance maturing 
prior to August 1, 1946, is payable in installments only to the widow, 
widower, child, parent, brother, or sister of the insured. With 
respect to insurance maturing on or after August 1, 1946, there is 
no restricted permitted class of beneficiaries and the insurance may 
be payable either in installments or in a lump sum, at the election of 
the insured. 

Under the provisions of the National Service Life Insurance Act 
of 1940, as amended, the premium rates for the standard policies of 
insurance are the net rates based upon the American Experience 
Table of Mortality and interest at the rate of 3 percent per annum. 
This table is based upon peacetime experience only and does not 
include any extra charge for the war hazards covered by the insurance. 

Experience clearly demonstrates that insurance issued by the Gov- 
ernment in wartime, which affords full coverage at peacetime pre- 
mium rates, is very largely a gratuity. As the contributions of the 
insured are not sufficient to cover more than a small fraction of the 
cost, most of these losses must be paid from appropriations of public 
funds. ‘Therefore, it was apparently deemed appropriate by the Con- 
gress to limit payment of certain insurance benefits to cases in which 
the insured was survived by relatives within the permitted class, above 
specified, and then only in cases in which such relatives survived to 
receive the insurance installments as they became payable. Section 1 
of the bill, if enacted, would authorize, at the option of the present 
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beneficiary, payment of the entire proceeds of the insurance in a lump 
sum. Payment in such manner of insurance maturing prior to August 
1, 1946, would be inconsistent with this established principle with 
respect to wartime insurance. 

Insurance is a contract issued pursuant to law and settlement thereof 
should be made in the manner provided in the contract. Applicants 
for insurance are presumed to know the beneficiary provisions and 
many of them named contingent beneficiaries, based upon the assump- 
tion that the period of payments certain, as originally prescribed, 
would afford protection to such persons a" the event of the death of 
the principal beneficiary. Under section 1 of the bill, the principal 
beneficiary would be permitted to elect to receive payment in a lump 
sum and thereby wholly eliminate the potential rights of contingent 
beneficiaries. The legality of such action is questionable. Such a 
result would, as stated above, be in conflict with the principles under- 
lying the present provisions of the National Service Life Insurance 
Act, which limit the right of election so as to not disturb contingent 
rights. 

Section 1 of the bill, it is evident, would, if enacted, open the way to 
adverse selection, as it would afford an election to be exercised at the 
option of the beneficiary. It should be explained in this connection 
that a fundamental factor in the computation of an annuity involving 
a life contingency is that the mode of payment would continue through- 
out life without change. At least part of the increased cost of the 
results of such adverse selection would be borne by the national 
service life insurance fund. 

This portion of the bill provides that the one-sum payment to be 
made thereunder shall be computed by subtracting from the net 
value of the insurance upon maturity the aggregate of all payments 
made to beneficiaries on account of such insurance. Under the 
present law, with respect to insurance maturing on or subsequent to 
August 1, 1946, in any case in which the beneficiary is entitled to a 
lump sum settlement but elects some other mode of settlement and 
dies before receiving all the benefits due and payable under such mode 
of settlement, the present value of the remaining unpaid amount is 
payable to the estate of the beneficiary; in any case in which the 
beneficiary is not entitled to receive a lump sum settlement, and such 
beneficiary dies before receiving all the benefits due and payable, the 
commuted value of the insurance remaining unpaid is payable in one 
sum to the estate of the insured. No payments are made of any 
amount which would escheat. The proposal i in section 1 of the bill to 
allow the beneficiary during his or her lifetime to elect to receive in one 
sum the net value of the insurance upon maturity less the aggregate 
of all payments made to the beneficiaries on account of such insurance 
would not be in harmony with the principles governing lump sum 
settlements of insurance maturing on or after August 1, 1946. 

The Veterans’ Administration has no data upon which to base an 
estimate of the cost of section 1 of the bill, if enacted, because it is not 
possible to determine how many of those eligible for lump-sum pay- 
ments would avail themselves of the opportunity. 

The premiums paid on national service life insurance, together with 
the earnings thereon, constitute a trust fund maintained for the sole 
be nefit of the policyholders of such insurance. It is the Administra- 
tor’s belief that the enactment of section 1 of H. R. 1259 would not 
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serve the best interests of the policyholders for whom such fund is 
maintained. 

The second section of the bill, section 2, has as its purpose to amend 
the Servicemen’s Indemnity Act of 1951, to provide that the indemnity 
shall be paid to the benefic! lary or beneficiaries in one sum if the insured 
has so specified in writing. 

Now, the statement in the report of what the Indemnity Act pro- 
vides has previous!y been discussed under other bills, and I will just 
carry on from there. 

The insured has the right to designate the beneficiary or benefi- 
ciaries of the indemnity within tbe classes provided, to designate the 
proportion of the principal amount to be paid to each, and to change 
the beneficiary or beneficiaries without the consent therof, but only 
within the classes provided. If the designated beneficiary or bene- 
ficiaries do not survive the insured, or if none has been designated, the 
Administrator is authorized to make payment of the indemnity to 
the first eligible class of beneficiaries according to the order set forth 
above, and in equal shares if the class is composed of more than one 
person. Any installments of an inde ‘mnity not paid to a beneficiary 
during such beneficiary’s lifetime is payable to the n: amed contingent 
beneficiary, if any, otherwise to the beneficiary or beneficiaries within 
the permitted class next entitled to priority. No payments may 
be made to the estate of any deceased person. 

The Government bears the entire cost of the automatic gratuitous 
indemnity provided by the Servicemen’s Indemnity Act, and payment 
of benefits is limited to cases in which the insured is survived by 
relatives within the permitted class above specified, and then only 
in cases in which such relatives survive to receive the installments as 
they become payable. 

As indicated, the Servicemen’s Indemnity Act provides for limited 
classes of beneficiaries having a close relationship to the serviceman 
and specifies that no payments may be made to the estate of any 
deceased person. The payment of a lump-sum indemnity to any one 
class would foreclose — survival rights of the other classes. 
Furthermore, should a beneficiary receive the lump-sum indemnity, 
as proposed by the bill, it is possible upon his death that part or all 
of the proceeds thereof would pass under his estate to persons having 
no relation to the veteran. Such a result would appear to be incom- 
patible with the long-standing policy relating to governmental 
gratuities 

Attention is invited to the fact that the bill, if enacted in its present 
form, would require the payment of the indemnity in a lump sum when 
so specified by the insured, and there would be no option as to settle- 
ment available to the beneficiary. Notwithstanding a lump-sum 
settlement designation by the serviceman, certain beneficiaries might 
prefer that payment be made as now authorized, that is, in install- 
ments over a 10-year period, in order to take advantage of the 2% 
percent interest factor. 

We are unable to make an estimate of cost of section 2 and we give 
the reasons therefor. We state in the report that there would be some 
savings in interest if settlement of the indemnity were made in a lump 
sum, but there would also be some additional cost in cases where no 
one within the permitted class of beneficiaries would have survived to 
collect 120 installments. 
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The enactment of legislation such as that proposed by section 2 of 
H. R. 1259 to provide for payment of the servicemen’s indemnity in 
a lump sum presents a question of broad public policy for determina- 
tion by the Congress. 

As to section 1, we affirmatively indicate that it would not serve 
the best interests of the policy holders. 

The Bureau of the Budget has advised that there would be no 
objection to submission of our report to the committeee. They 
mention our adverse report, but as | say, it was adverse as to section 

only. 

The next bill on that subject is H. R. 5138. 

We can give you a very short résumé on that. We have not made 
a report, and we will just try to be helpful on that. 

Mr. Bonin. Just so that we can have something at this time in the 
record. 

Mr. Knapp. H. R. 5138 was introduced by Mr. Curtis of Missouri 
just last week. Accordingly, we have not had full opportunity to 
study it or make any formal report. However, it may be helpful to 
briefly state what it appears the purpose is, and some of the effects as 
we see them. 

Under the Indemnity Act, the gratuitous indemnity is payable to a 
limited class of beneficiaries, namely, the surviving spouse, child 
children, parent, borther, or sister. 

Now, the insured may designate any person in those classes, and 
he may change the beneficiary from time to time. However, if he 
has not designated a beneficiary, then the Administrator is authorized 
to make payment of the indemnity to the first person in the classes 
who would be eligible. 

No doubt many servicemen who have been advised by the service 
departments of the provisions of the Indemnity Act, as to who will 
get it in the event of their death, knowing that the surviving spouse 
would receive it first, then the ae the parent, and the brothers 
and sisters, have perhaps not formally designated any beneficiary, 
knowing that it would go to the one he wished to receive it. This bill 
would add to that provision of the law a further provision that if no 
beneficiary is designated for the indemnity, but the insured has 
national service life insurance or United States Government life 
insurance as well, then the indemnity shall be paid to the designated 
beneficiary of such insurance, if that designated beneficiary is within 
one of these classes. 

Now we might suppose certain cases. For example, a man might 
have a small or limited amount of insurance payable to his dependent 
parents. Going into service, and being advised that he was entitled 
to the free indemnity, which would be payable in the first instance 
to his wife, whether or not he designated the wife, he may have 
relied on that provision of the law, expecting his wife to receive the 
indemnity and his parents, the insurance. This bill, in the absence of 
his taking any action to name an indemnity beneiiciary, would cut 
his wife out of the indemnity, since he did not specifically designate 
her, and it would be payable to the beneficiary under the insurance, 
which may have been the parents. 

To avoid such a possible effect, the service departments would - 
have to, as we see it, put on rather an extensive publicity program 
to be sure that every serviceman who had not designated a bene- 








1146 BILLS SEEKING TO AMEND THE INSURANCE LAWS 


ficiary of his indemnity be given an opportunity so to do, and to be 
fully aware of the effect of this provision if enacted. Of course, if the 
beneficiary in anv event would be the same, he would need to do 
nothing. But there are many cases where he advisedly wants a 
different beneficiary for the two benefits. 

The bill does not state the effective date. Assuming it be retro- 
active, it might adversely affect interests of those now authorized 
to receive the indemnity. And, as I pointed out, perhaps in deroga- 
tion of the serviceman’s own wishes. Of course, if he has died prior 
to the enactment of the bill, and the bill is retroactive, there is nothing 
he could do about it. 

Mr. Bonin. That would also be applicable in a case where the 
young man had rot been married and then afterward becomes mar- 
ried, and, relying upon the fact that he wanted his wife to get it, 
names no beneficiary, while under previous insurance he had perhaps 
his parents. 

Mr. Knapp. That is correct, sir. 

I believe those are all the comments we have on that bill at this 
time. 

Mr. Bonin. Thank you very much. 

Mr. Brrosaut. The next bill is H. R. 3838, which pertains to 
gratuitous national service life insurance. Under the existing law, 
the gratuitous benefit is payable to the widow and child or children 
and dependent mother or father. This particular bill has for its 
purpose to include, or to insert, another class, and that is the nonde- 
pendent mother or father. We have not prepared a report on it. 
I think we had a rough draft. 

Mr. Knapp. I might say, Mr. Chairman, that under the National 
Service Life Insurance Act there was authorized a gratuitous insur- 
ance in the maximum amount of $5,000 for those cases who, in the 
early days of the war, up until April 20, 1942, were deemed by the 
Congress as not having had an adequate and full opportunity to 
voluntarily make application for insurance. 

Accordingly, there are provisions in the law which afforded celief 
in such cases where death occurred on and after December 7, 1941, 
and prior to April 20, 1942. Or if a serviceman was besieged or 
captured for a certain period during that time, and became totally 
disabled, there was a relief provision under this gratuitous insurance 
section 

As the word implies, it was free insurance, and the Government 
bore the entire cost. It was in the maximum amount of $5,000, less 
any that he might have had previously. 

\s gratuitous insurance, the Congress saw fit to limit the payment 
of it to those in the immediate family and those to whom the veteran 
perhaps owed a moral if not a legal obligation of support; and therefore; 
limited it to the surviving spouse, the children, or the dependent 
parents. Where there was no dependent parent living, this bill would 
extend the class of beneficiaries to a nondependent parent, which 
would not be consistent with that established policy of the Government 
on gratituitous insurance. 

However, in all fairness, it should be pointed out that to some extent 
that policy was changed, under Public Law 23, with regard to the free 
indemnity. The Congress did enlarge the classes of beneficiaries of 
the free indemnity to include parents, regardless of dependency, and 
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even added brothers and sisters. So it is a matter of policy now 
whether the Congress wishes to go back and liberalize that insurance 
provision, which was for application during that limited period during 
World War Il. Of course, the programs are independent of one 
another, and action under the later law need not necessarily call for 
similar amendatory action under the insurance law. 

I might say that our insurance office informs us that the bulk of the 
insurance payments to dependent parents under this gratuitous pro- 
vision is being made to Filipino beneficiaries, who, in the early days 
of the war, served with our Armed Forces. The members of the 
Philippine Army during the early days of the war did serve with our 
Armed Forces pursuant to the President’s order calling them into 
service with the American Army. And there are very substantial 
numbers of beneficiaries of that category there. 

Of course, at the present time they have to prove dependency. 
This would remove that limitation and no doubt bring in a sub- 
stantial number of additional parents. 

The records are not available on which to base an accurate estimate 
of the number of servicemen whose parents would be eligible to 
receive payments under the benefits of this bill. As of the present 
date, some 7,600 claims have been disallowed for lack of dependency. 
The estimated cost of the removal of the dependency requirement, 
based on that 7,600 figure, would be $34,200,000. ‘This estimate is, 
of course, necessarily speculative, as there is no precise way of telling 
how many claims have not been filed at all, because the potential 
claimants knew they could not meet the dependency requirements. 

That is as far as we could go in determining the possible cost of the 
bill if enacted. 

Mr. Brrosatu. The next bill is another one we did not have a 
report ready on, H. R. 4084. We may have a short statement ready 
on it. 

Mr. Knapp. H. R. 4084 also deals with the subject of gratuitous 
insurance that I was mentioning in connection with the previous bill. 

As I stated, at the present time the law provides that in the event 
of death or total disability under certain conditions between December 
7, 1941, and April 20, 1942, the Government deems the serviceman 
to have been insured up to not exceeding $5,000. This bill would 
extend the gratuitous insurance provisions over a longer period of 
time, namely, if they died or became totally disabled within 120 
days after entering active service, and prior to September 3, 1945, 
that being the date of the cessation of the Japanese hostilities. Any 
person who did not have insurance up to a maximum of $5,000, who 
entered service after October 8, 1940, and died within 120 days after 
entering active service, and prior to September 3, 1945, would be 
covered by this gratuitous insurance. 

Mr. Bonty. How would that approximate cost run? 

Mr. Knapp. We may point out, Mr. Chairman, in connection 
with the cost that, as I stated, the Filipino cases represent the bulk of 
these gratuitous insurance payments. Now, Public Law 301 of the 
79th Congress which was enacted February 18, 1946, stated that the 
Filipino veteran of service in the armed forces of the Philippine 
Army called into service with our Army would, for the purposes of 
veterans’ benefits, be limited to compensation for service-connected 
disability and death and insurance contracts theretofore entered into, 
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which froze the insurance benefit of Philippine veterans to those 
contracts prior to February 18, 1946. The Veterans’ Administration 
held that the gratuitous insurance provision was in effect a statutory 
contract in that Congress deemed that they would be covered up to 
that maximum. ‘They are therefore presently eligible under that 
gratuitous provision. 

Now, if we extend this to deaths and disability cases up to Septem- 
ber of 1945, we will bring in probably a substantial number of Pilipino 
cases in addition to what we have. Of course, it is not limited to group. 

We are unable to estimate the cost. At the present time, the law 
requires that a claim for death benefits under the gratuitous insurance 
provisions must be filed within 7 vears from the date of death of the 
insured. Such provision, unless amended, would result in no death 
claims which could be allowed as a result of the extension of gratuitous 
insurance under this bill. However, if it is assumed that valid claims 
could be filed for deaths occurring on or after April 20, 1942, within 120 
days after entrance into service and prior to September 1945, it is 
estimated that the total cost of section 1 on account of approximately 
258 such deaths would be in the neighborhood of $1,932,000. 

Mr. Gerarpr. Of course, I would say that we would have to 
assume that these people would be allowed time to file claims. Other- 
wise there would be an annullity. And for the purpose of such assump- 
tion, I think we must then try to visualize the number of men who, 
otherwise meeting the requirements, died between April 20, 1942, and 
September 3, 1945, and who didn’t already have $5,000 insurance, 
and had no relatives otherwise entitled to take this insurance, and so 
forth. And when you consider all of those factors, you come to the 
conclusion that this thing is so nebulous that you cannot make any 
estimate that would be worthwhile considering. 

I would say that unless we made an exceptionally close study and 
survey of the proposal, we would have to report, in my opinion, at 
this moment, that we could not give a good, firm estimate of what this 
bill might cost. 

Mr. Knapp. I might add, Mr. Chairman, that the bill also, similar 
to the previous bill, would remove the dependency requirement of 
the parents. So that aspect, as we have testified, would cost 
approximately $34 million. 

Mr. Birpsauu. The next bill, Mr. Chairman, is H. R. 2126. That 
is another bill on which no report was furnished. It has to do with 
the value of installments, payment of commuted value of installments, 
unpaid at the death of the last beneficiary to the estate of such bene- 
ficiary, or, if none, to the estate of the insured. That would require 
an amendment to section 602 (j) of the act on insurance maturing 
prior to August 1, 1946. That, again, gets us into these different 
types of cases where the maturity was before the act of August 1, 
1946, and payments were made in the limited manner the Congress 
wanted on the wartime type of insurance. They introduced the 
peacetime program on August 1, 1946 with the peacetime privilege of 
designating anyone as a beneficiary on insurance maturing on or 
after that date. This bill would go back and permit the payment to 
the estate of the beneficiary or the estate of the insured of certain 
amounts which were not paid due to the restrictions under the law 
prior to 1946. 

Do you have anything on that? 
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Mr. Knapp. No, I don’t. 

Mr. Brrpsau. The next bill is H. R. 4117, on which we have not 
as yet made a report. I believe we should furnish a report to the 
committee and get it into your record. 

Mr. Bontn. We would like to get that, ves. 


Mr. Birpsauu. I wish to insert at this point a statement on H. R 
289. 


(The statement referred to is as follows:) 


STATEMENT ON PROPOSAL TO CREATE A VETERANS’ INSURANCE CORPORATION 
(H. R. 289, 8383p Cona.) 


H. R. 289 would establish within the Veterans’ Administration a Veterans’ 
Insurance Corporation to handle the Government life insurance program under 
title III of the World War Veterans’ Act, 1924, as amended, and the National 
Service Life insurance program under the National Service Life Insurance Act 
of 1940, as amended. 

This bill is identical with H. R. 3317, 82d Congress, on which a report was 
submitted by the Veterans’ Administration on June 4, 1951 (committee print 
No. 132). It stems from a recommendation of the Hoover Commission but 
differs somewhat from the original bill, H. R. 5171, 81st Congress, on which report 
was made under date of April 18, 1950 (committee print No. 246). 

In his report on the previous identical bill, the Administrator emphasized his 
broad powers under the present law to accomplish changes in the administration 
of the insurance programs without the necessity for a corporation and pointed 
to the pendency of the contractual survey by Booz, Allen & Hamilton. In his 
testimony of June 10, 1952, on the insurance—H. R. 3317, 82d Congress—and 
other bills, the Administrator stated that there had never been any substantial 
evidence to indicate that a corporate method of administering veterans’ insurance 
would offer advantages which could not be, or have not been, realized by adminis- 
trative action, and that the proposal to establish a corporation would fix the 
insurance activities into a rigid form of organization which would not permit the 
flexible exercise of authority now vested in the Administrator to meet the needs 
for adjustment as they arise. 

The report of Booz, Allen & Hamilton which was filed in complete form with 
the Administrator about July 1, 1952, recommended that there be established 
within the Veterans’ Administration ‘‘a fully integrated department for the 
conduct of the insurance program,’’ Under the plan of reorganization developed 
by the Administrator and announced on November 26, 1952, 1 of the 3 basic 
operating departments would be a self-contained Insurance Department, headed 
by the Deputy Administrator for Insurance, who wouid be responsible for all 
insurance activities, including the efficient operation of the insurance centers, 
This reorganization would also include a transfer of the settlement of insurance 
death claims to the new insurance department, as well as the death indemnity 
program under Public Law 23, 82d Congress. It is noteworthy that while the 
Hoover Commission recommended an insurance corporation, the Hoover Com- 
mission task force and the Trundle Engineering Co., which conducted a survey 
of the Veterans’ Administration for the task force, each reeommended an insurance 
bureau or department within the Veterans’ Administration, headed by a Deputy 
Administrator. The Administrator’s plan is awaiting determination by the 
President. 

Further discussion of the proposed insurance department is contained in the 
document Reorganization of Veterans’ Administration Jackground and Solu- 
tion (see pp. 16, 35, 47), copies of which were furnished by the Administrator 
to the committee and to each Member of the Congress on January 12, 1953. 


Mr. Brrpsatu. We have four bills left of these miscellaneous types: 
H. R. 4774, which again has to do with distribution of insurance 
maturing before August 1946, authorizing payment to additional 
classes; H. R. 1261, which is to make certain Government life and 
national service life policies incontestable for fraud after 2 years; 
H. R. 50, to amend the National Service Life Act to assure judic ial 
review of determinations by the Administrator and waiver of premiums 
in disability cases; H. R. 36 and H. R. 259, proposals to reduce the 
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interest rate on certain United States Government life insurance liens 
which were made in connection with service-connected cases, less than 
permanently and totally disabled, who were permitted to charge the 
liens against the insurance. These reports have been inserted in the 
record by the Chairman, and reference to them will give the detailed 
information on each subject. 

The last bill, H. R. 1859, concerns waiver of premiums. Instead of 
requiring total disability, a waiver would be authorized if a man has 


a 30-percent service-connected disability. I would sugg wie unless you 
object, in the interests of time, that those reports stand for the record, 
and that we not go into the details on them Phey are in a mis- 


cellaneous group. When any of the particular bills comes up later, 
we will be very happy to go into the details of our report. 

Mr. 30NIN. We can call upon you then. 

Mr. Brrosauu. That will conclude our statement, sir. 

Mr. Bonin. Thank you very much. 

Mr. Brrosauu. Thank you 

Mr. Bonrty. Mr. Olson, vou represent the American Legion; is that 
correct? 


STATEMENTS OF CLARENCE H. OLSON, ASSISTANT DIRECTOR, 
NATIONAL LEGISLATIVE COMMISSION, THE AMERICAN LEGION, 
AND CHARLES W. STEVENS, ASSISTANT DIRECTOR, NATIONAL 
REHABILITATION COMMISSION, THE AMERICAN LEGION 


Mr. Ouson. Yes, sir, I do. My name is C. H. Olson. I am 
assistant director of the national legislative commission of the Ameri- 
can Legion. 

We appreciate the opportunity to come before you today. We 
eppreciate and commend you for the exhaustive study you are making 
of the complex insurance laws. 

Today we are here to discuss amendments to the World War 
Veterans’ Act of 1924, the National Service Life Insurance Act of 
1940, and Public Law 23 of the 82d Congress, the Indemnity and 
Insurance Acts of 1951. 

We have statements prepared on House bills 36, 50, 51, and 2278, 
but we would like permission also to speak briefly and extemporane- 
ously on House bills 289, 2126, 3838, 4084, and 4599. 

The position we take on these bills today is the result of studies that 
are reflected in resolutions which were regularly adopted by our 
national organization in national convention or national executive 
committee meetings. 

To prepare all the testimony required for a wide study of insurance 
laws is quite a task, and it has placed an unusually heavy burden upon 
our insurance expert, who accompanies me here today. 

I am glad to present one who w ill ably discuss the views of the Amer- 
ican Legior » in these matters He is Mr. Charles W. Stevens, Assist- 
ant Director of the National Rehabilitation Commission. We con- 
sider Mr. Stevens to be an expert in veterans insurance matters. 
And, with your permission, Mr. Chairman, Mr. Stevens will take over 
now. 

Mr. Bonty. Mr. Olson, you are submitting this statement at this 
time on the particular bills that you enumerated? Is that correct? 
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Mr. Ouson. Yes, sir; those four. 

Mr. Bonin. Would you object if we placed the statements into the 
record and then let Mr. Stevens go ahead with the extemporaneous 
remarks? 

Mr. Otson. Mr. Chairman, there are two bills that we consider 
of eminent importance, and Mr. Stevens would like to discuss those; 
that is, H. R. 51 and H. R. 36. I think he would like to read those 
two statements, if it meets with your approval. 

Mr. Bonin. That is entirely agreeable. 

Mr. Stevens. Mr. Chairman and Mr. Matthews, the American 
Legion. appreciates this opportunity to speak for the enactment by 
the 83d Congress of H. R. 51, which bill was introduced at our 
request. 

This bill would amend section 619 of the National Service Life 
Insurance Act of 1940. This section was added to that act by the 
Insurance Act of 1951, part I], Public Law 23, 82d Congress, approved 
April 25, 1951. Its apparent purpose was to get the Government 
out of the insurance business. 

Section 619 removed the right of insurable World War I veterans 
of service between October 6. 1917, and July 2. 1921. to obtain new 
United States Government life insurance contracts, and of insurable 
World War II veterans of service between December 7, 1941, and 
September 2, 1945, to obtain new national service life insurance 
contracts. 

At this point we should consider briefly why the Government got 
into the insurance business. An act of September 2, 1914, provided 
insurance by the United States Government of American vessels, 
their freight, passage moneys, and cargoes against loss or damage by 
the risks of the First World War, which had begun the previous 
month. It is significant to note the impelling motive. 

War-risk insurance protection was enlarged by an act of June 12, 
1917, to cover the masters, officers, and crews of American merchant 
vessels against loss of life or personal injury. Here enters the human 

element into th is Government insurance business, as contrasted with 
the commercial or property aspect which was the basis of the 
original law. 

The United States entered World War I on April 6, 1917. Six 
months later the act of October 6, 1917, initially provided war-risk 
insurance for members of the Armed Forces of this country against 
loss of life or permanent total disability 

This enactment specified that this would be term insurance for 
successive terms of 1 year each during the period of the war and 
thereafter until converted. It provided for the right to convert into 
permanent plans of insurance after the war. July 2, 1927, was later 
established e law as the final date to which war-risk yearly renewable 
term insurance could be carried. It was required that such insurance 
must be converted not later than that date to the permanent type of 
insurance, subsequently known as United States Government life 
insurance. 

The World War Veterans’ Act of 1924 carried forward insurance 
provisions of the War Risk Insurance Act of October 6, 1917. The 
World War Veterans’ Act was amended May 29, 1928, when a new 
section, 310, was added. This section gave to any veteran of military 
or naval service during World War I, who had previously applied 
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or been eligible to apply for war-risk yearly renewable term insurance 
or United States Government life insurance, the right to obtain 
United States Government life insurance of not less than $1,000 or 
more than $10,000, providing that any amount of United States 
Government life insurance surrendered for cash could not be replaced. 

Initial eligibility to the insurance was established October 6, 1917; 
the war ended July 2, 1921, so this right was granted veterans of 
service between those inclusive dates. This right was taken away 
April 25, 1951, upon approval of the Insurance Act of 1951. 

The National Service Life Insurance Act of 1940 was approved 
October 8, 1940, to afford life-insurance protection by the Federal 
Government from that date to members of the Armed Forces of the 
United States serving on active duty in the national emergency created 
by the commencement, on August 3, 1939, of World War IT. 

This insurance was initially issued upon the 5-year level-premium- 
term plan with the privilege of conversion to permanent plans within 
the term after a policy was in effect for 1 year. Thus there was pro- 
vision made in this basic act for continuance of insurance coverage 
after separation from active service of these members of the Armed 
Forces. 

The Insurance Act of 1946, approved August 1, 1946, amended the 
National Service Life Insurance Act of 1940 by adding section 602 
(c) (2) effective October 8, 1940, date of approval of the basic act. 

Excluding organized military forces of the Philippine Government 
with service pursuant to the military order of the President of the 
United States dated July 26, 1941, this section granted any individual 
with active service between inclusive dates of October 8, 1940, and 
September 2, 1945—the latter being the date of Japan’s unconditional 
surrender—the right to obtain national service life insurance upon 
application, tender of premiums, and proof of good health; it being 
stipulated that any insurance surrendered for cash could not be 
replaced. This right was taken away April 25, 1951, from these 
veterans also by the Insurance Act of 1951. 

H. R. 51 would amend section 619 of the National Service Life 
Insurance Act of 1940 to restore to World War I veterans the right 
granted in section 310 of the World War Veterans’ Act, 1924, to 
obtain United States Government life insurance and to restore to 
World War II veterans the right granted in section 602 (c) (2) of the 
National Service Life Insurance Act of 1940, to obtain national 
service life insurance. 

In commenting on a bill introduced in the 82d Congress to accom- 
plish the identical purpose of H. R. 51, we have noted that the Comp- 
troller General of the United States informed the Committee on 
Veterans’ Affairs August 20, 1951, that enactment of such a measure— 
would seem to be contrary to the intent of Congress as expressed in the recent 
enactment of Public Law 23. Also, it would have the effect of once again placing 
the Government in the position of operating a large-scale insurance business for 
the benefit of persons discharged from the service and pursuing their normal 
civilian occupations with the attendant cost of administration and operation 
being borne by the taxpayers and not by the insured Such action would seem 
to defeat one of the prime objectives sought to be attained by the enactment of 


Public Law 23. 


He also said: 


Extensive hearings were held on this legislation and the history thereof is replete 
with evidence that it was the sense of the Congress that the Government’s obliga- 
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tion to furnish protection to survivors of its armed services personnel extended 
to only periods of active service and did not extend to the maintenance of insur- 
ance programs designed to cover the entire life span of veterans including all 
periods of civilian status, at the expense of the Federal Government with its 
attendant burdens of administration and consumption of manpower for operation 

Well, now, let us think over what he said. Enactment of Public 
Law 23 did not get the Government out of the insurance business. 
The existing contract programs will endure beyond the turn of this 
century. The Veterans’ Administration has the responsibility for 
administering the several insurance programs created by congressional 
enactments and could, probably without appreciable increase in ad- 
ministrative cost, carry on whatever business might be added by issu- 
ance of insurance to the veterans of World Wars I and IT which H. R 
51 would permit. 

How much additional business will there be? We cannot even esti 
nate at this time. Of 4 million World War I veterans, about 437.000 
have United States Government life-insurance contracts with face 
value of about $2 billion today. There were over 22 million national 
service life-insurance policies issued between October 8, 1940. and 
April 25, 1951, with face value in excess of $173 billion. In force now 
are less than 7 million valued at some $47 billion. 

While we do not know how many war veterans will want to obtain 
insurance in the VA-administered programs, we do not want them 
denied the right which Congress had granted and then removed. 
We are proud that the American Legion did not acquiesce in this 
about face by the Congress but protested the contemplated depriva- 
tion of this right in hearings held in both the House and Senate 
committees when the legislation was under consideration 

We do know; we have been told, by many World War II veterans 
that they had counted on the right Congress had given to obtain 
the insurance. They were in no position to continue insurance- 
premium payments after their release from long periods of active war 
service. They were struggling to reestablish themselves in civilian 
life, coing to school or employed. ‘| hey had been assured through 
the act of August 1, 1946, that when they were financially fixed to 
pay for the insurance again, they would be able to obtain it for the 
protection of their families. Many evinced bitterness that the 
Government reneged on its promises. 

We have shown that on October 6, 1917, and October 8, 1940, the 
Congress made provision for continuance of insurance coverage of 
veterans in civil life following active military or naval service and 
that the Congress after the wars were over expressly bestowed the 
right to insurable veterans of specified war service in acts of May 
29, 1928, and August 1, 1946, to obtain new insurance contracts. 

For many years before 1951, it is emphatically demonstrated that 
it was the sense of the Congress that insurance protection should 
extend beyond the years of active war service. And, further dis- 
agreeing with what the Comptroller General said, it seems to have been 
the sense of the 82d Congress which enacted Public Law 23. That 
act set up two new national service life insurance programs under 
which veterans of service after that law was approved April 25, 1951, 
could purchase protection during civilian life—the service-disabled 
veterans’ insurance and the veterans’ special term insurance. 

The testimony in hearings conducted when the legislation enacted 
as Public 23 was being considered clearly shows who were interested in 
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getting the Government out of the insurance business. Therefore, 
no comment is necessary on this score. And it may be said that 
whatever insignificant savings there are in administrative costs, these 
are effected at the expense of war veterans. 

Whether the right to apply for insurance should now be restored and 
extended indefinite ly as proposed by H. R. 51 is a matter of policy for 
determination by the Congress. The American Legion truly believes 
that, in fairness to the war veterans concerned and to discharge an 
obligation voluntarily assumed and then disavowed, the Congress will 
want to enact H. R. 51 and we respectfully ask, therefore, that this 
committee report this bill favorably. 

Thank you. 

Mr. Marrurews. Mr. Chairman? 

Mr. Bonin. Mr. Matthews. 

Mr. Marruews. Mr. Stevens, do you have any recommendation as 
to when any cutoff date should be made if this benefit were extended? 

Mr. Stevens. We have asked, Mr. Matthews, for the extension 
indefinitely. 

Mr. Marruews. In other words, on and on and on? 

Mr. Stevens. As Congress initially proposed be done; yes, sir. 

Mr. Bonin. Any further questions? 

Mr. Marrurews. No further questions. 

Mr. Srevens. I have one more statement, which I will read very 
quickly, Mr. Bonin. 

Mr. Bonin. Yes, sir. 

Mr. Srevens. I will now speak for the enactment by the 83d 
Congress of H. R. 36, which bill was introduced at our request. 

This bill would further amend section 304 of the World War Vet- 
erans’ Act, 1924 (Public Law 242, 68th Cong., approved June 7, 1924), 
as amended, so as to reconstitute the liens established on United 
States Government life insurance policies issued to some 2,000 service- 
connected disabled World War I veterans. 

These disabled veterans had let their war risk yearly renewable 
term insurance contracts lapse following separation from active 
service and had, by virtue of the provisions of section 304, reinstated 
these contracts and converted them to United States Government 
life insurance policies prior to July 3, 1927 

Although insurance coverage was not altouden during the period 
of years from date of lapse to date of reinstatement and conversion, 
the law required payment of the back monthly premiums which 
would have been payable if such insurance had not lapsed, together 
with interest at the rate of 5 percent per annum on each premium 
from its due date, compounded annually, as a condition for revival of 
the insurance in the case of the service-connected disabled veteran. 

If the veteran was unable to make the required payment at the 
time of reinstatement and conversion and furnished evidence of his 
inability to pay the retroactive premiums with interest, section 304, 
as amended July 2, 1926, allowed a lien to be placed on the contract. 
The group for whom we seek relief took advantage of this provision. 

It was at least 21 years later, in 1948, that the Veterans’ Admin- 
istration informed the policyholders of the total amount of the liens 
then carried against their contracts. The VA then advised them 
that in future, beginning with the calendar year 1949, and in advance 
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of the lien anniversary date, they would receive a notice of the annual 
interest due. 

We recognize that each veteran made affidavit to supply proof of 
his inability to pay the cost of revival of the insurance before the 
lien was established, at which time he was fully aware of his incurrence 
of the indebtedness which, with interest, he agreed would be deducted 
in any settlement under the contract. It is known also that some 
insureds made provisions to liquidate the liens by payment through 
deduction from monthly disability compensation payments, while 
others discharged this debt through full payment as funds became 
available. There are other cases in which the lien indebtedness has 
been deducted in settlement of contracts as they matured by perma- 
nent and total disability or death. 

Those reminded of the li ‘nS in 1948 found themselves in a predica- 
ment: at this late date, the indebtedness had trebled through com- 
pounding of interest over nearly 30 years. Throughout the country, 
veterans complained that the VA’s failure to bring this to their at- 
tention years earlier had deprived them of an opportunity to pay the 
debt when the earning power of most of them was greater. 

The American Legion believes under the circumstances that it is 
reasonable to ask that the original basis for establishment of the lien 
under sections 304 be modified through forgiveness of any interest 
accumulated before July 3, 1948, so that a token liability only for 
payment of the premiums between the date of lapse and date of rein- 
statement and conversion would remain as an encumbrance against 
the insurance policy. Even this proposition seems incongruous 1n- 
asmuch as no protection was afforded in the interval when insurance 
was not in force. It is believed as a matter of fact that the United 
States Government would have sustained no great loss where these 
service-connected disabled veterans granted the right to revive their 
insurance without establishment of these liens in the first place. 

From July 3, 1948, it is proposed that a simple interest charge, at 
the rate fixed for policy loans, be made on the lien which as of that date 
would consist only of the unpaid premiums. It is true that an interest- 
bearing lien would still remain against the policy presently in force 
but we believe the veterans would not feel, as they do now, that a 
severe burden was imposed upon them because their sacrifice of good 
health serving their country impaired their insurability. 

We recommend in this bill that any loss to the United States Gov- 
ernment life-insurance fund resulting from application of section 304 
be paid from the military and naval insurance appropriation. ‘Thus 
no violence would be done other policyholders who possess a beneficial 
interest in the reserves in this fund. 

It is understood that the VA would need to recompute the liens; 
that recomputation would benefit not only veterans having the policies 
presently but would benefit beneficiaries of matured contracts and that 
difference payments would necessarily be required to those who had 
discharged their lien obligation through direct payments. 

We feel that the only actual cost to the Government will be the 
administrative expense of recomputation of the liens and such cost as 
is chargeable to the appropriation to prevent any loss to the insurance 
fund. There will be, of course, the loss to the Government of the 
interest accumulation, a large amount undoubtedly, but there are 
precedents for this. 
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Forgiveness of interest by the Federal Government in a great many 
instances has been authorized in the past, in amounts far greater than 
are involved here, even on the account of countries with which the 
United States has been at war. We believe there could be no more 
worthy recipient of such bounty than the veteran who suffered dis- 
ability in the service of his country in time of war. 

sy virtue of national convention mandates, the American Legion 
sponsored enactment of bills in the 8ist and 82d Congresses to accom- 
plish the identical purpose sought in H. R. 36. This is the first time 
a hearing has been granted to enable us to express our views on the 
subject. There is widespread interest in this legislation and we must 
respectfully request that this committee report this bill favorably. 

Thank you. 

I have, Mr. Chairman, two bills which I have covered in prepared 
statements, which will be submitted for the record with your per- 
mission: H. R. 50 and H. R. 2278. We are nonetheless interested in 
the enactment of these bills even though we are only submitting these 
statements. In the interest of conserving time, so that other 
organizations’ witnesses may be heard, I might briefly explain our 
position on them. 

Mr. Bonin. Mr. Stevens, do you want to discuss now H. R. 50 and 
H. R. 2278? 

Mr. Srevens. Yes, sir. 

This bill, H. R. 50, would further amend section 602 (n) of the 
National Service Life Insurance Act of 1940 effective as of October 
8, 1940, the date of approval of that act, and would amend also section 
602 (r) which was added September 30, 1944 to the basic act. 

Section 602 (n) provides for the waiver of national service life in- 
surance premiums upon application. Such premiums may be waived 
under this section under regulations approved by the Administrator 
during the continuous total disability of the insured, which continues 
or has continued for six or more consecutive months, if such disability 
commenced (1) subsequent to the date of his application for insurance, 
(2) while the insurance was in force under premium-paying condi- 
tions, and (3) prior to his 60th birthday. 

The Administrator may grant waiver or continuance of waiver 
of premiums under section 602 (n), if he finds that an insured’s 
failure to make timely application for waiver of premiums or his 
failure to submit satisfactory evidence of the existence or continuance 
of total disability was due to circumstances beyond his control. The 
third proviso of this section extends this authority. 

Section 602 (r) provides that, upon a beneficiary’s timely applica- 
tion, national service life insurance shall be deemed in force at the 
date of death of an insured in any case in which premiums are not 
waived under section 602 (n) solely because he died prior to the con- 
tinuance of total disability for 6 months, unpaid premiums to become 
a lien against the proceeds. 

We have been informed that attorneys of the Department of Justice 
acting for the Government have taken the position that the Admin- 
istrator’s decisions are final, in cases with which the third proviso of 
section 602 (n) or with which section 602 (r) are concerned, and that 
courts have no jurisdiction in suits filed where there is disagreement 
as to VA decisions in claims arising thereunder. 

The American Legion wants to make certain that, where there is 
disagreement with any such decision, there will be no bar to a judicial 
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review. We. are therefore recommending that the language of the 
third proviso of section 602 (n) and the text of section 602 (r) be 
amended as proposed in H. R. 50. The bill needs to be corrected 
on line 7, page 1, so that “premium” will read “premiums.” 

It is true that the present language of the third proviso of section 
602 (n) places the decision entirely within the discretion of the Admin- 
istrator. The amended language would remove from him this power 
of free decision and this we recommend. Instead of the decision 
being based upon his individual judgment, there would be a positive 
basis for waiver or continuance of waiver of premiums when circum- 
stances beyond an insured’s control prevented his timely filing of a 
claim or submission of required evidence. We believe that juris- 
diction of the court could not be questioned then in which suit is 
entered as provided for by section 617 of the NSLI Act. 

As concerns section 602 (r), the proposed amendment would strike 
the words “satisfactory to the Administrator of Veterans’ Affairs” 
appearing in that section, so as to remove any grounds for argument 
that a decision on a claim under the section is entirely within his 
discretion. .There may be doubt now, where a controversy arises 
over a VA de ‘cision rendered on a claim filed under this section, that 
» judicial review can be made. The amended language should impel 
a conclusion that courts would have jurisdiction, and we believe they 
should have. 

There is another amendment of section 602 (r) for which we seek 
approval. Presently, unpaid premiums become a lien against insur- 
ance proceeds in any case in which the VA decides that premiums were 
not waived under section 602 (n) solely because the insured died prior 
to the continuance of total disability for 6 months. In such a case, we 
believe and recommend that premiums be waived just as they are 
under section 602 (n) during the total disability of an insured which 
has continued for six or more consecutive months. The amended 
text proposed in the bill would cure this poyiten discrimination. 

Last year’s national convention issued a mandate that we sponsor 
and support enactment of this legislation ta 1 the recommendation 
of our national rehabilitation commission and its insurance advisory 
board. I can therefore assure the committee that thorough considera- 
tion has been given the proposals made. 

The American Legion respectfully requests that this committee 
report this bill favorably. 

Thank you. 

Mr. Patrrerson (counsel to the committee). Mr. Chairman, 
I do not know whether or not Mr. Stevens has had the advantage of 
reading Committee Print 67 which w: as filed as a part of this hearing 
this morning and is on the bill, H. R. 50. In that report it is stated 
that the courts have held that the Congress by repealing the mentioned 
proviso—by that is meant section 14 of Public Law 589, 79th Con- 
gress—intended to make the findings of the Administrator of Veterans’ 
Affairs under the section 602 subject to judicial review. 

It is significant that the report states: 

The Department of Justice has advised the Veterans’ Administration that the 
decisions in the mentioned cases are regarded as correct interpretations of the law 
and that the jurisdiction of the Federal courts in cases falling under the third 
proviso of section 602 (n) or section 602 (r) will not be questioned further. 


Accordingly enactment of the bill is unnecessary insofar as it purports to authorize 
judicial review in such matters. 
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Mr. Stevens. Our national rehabilitation commission and its insur- 
ance advisory board carefully considered the proposals made in this 
bill, H. R. 2278, and recommended support of the measure in the 
interest of assuring greater insurance protection to veterans, preserv- 
ing the insurance trust funds in which policyholders have a beneficial 
interest, and making certain that servicemen’s indemnity payments 
be limited to beneficiaries who merit this benefit award. 

‘tion 1 of this bill would amend section 5 of the Servicemen’s 
Indemnity Act of 1951 so that, if any United States Government or 
national service life insurance 5-year level-premium-term policy ex- 
pires within 120 days after a person is separate d from active service 
after April 25, 1951, such person can be granted an equivalent amount 
of insurance on the 5-year level-premiu m-term plan at the premium 
rate for his then attained ag on ay cote ‘ation, payment of premiums, 
and satisfactory evidence of goo ealth. within the 120-day period. 

This replacement of an expire ‘ term insurance contract is now per- 
mitted unde *section 5, when a term insurance contract expires while 
an insured is in active service. The proposed amendment would 
ewe aoe Serene for a veteran to continue insurance protection 
which he micht otherwis« 


lose. 
Section 2 would amend section 622 of the National Service Life 
Insurance Act of 1940, as added by the Insurance Act of 1951, so that 
inv United States Go nment or national service life imsurance 


5-year level-premium-term policy would be automatically renewed 
for a further 5-year term if such policy expire s within 120 days after 
separation from active service and would authorize continuance of 
waiver of premiums under the section during this 120-day period. 

sponser see presently provides for automatic renewal of any 5-year 
level-premium-term policy on which premiums ‘hate been waived 
mailies the section when the term expires while the insured is in active 
service. The further term premiums at the then attained age for the 
new term are waived. The proposed amendment is needed to assure 
continuance of insurance protection. The term might expire within 
a few days following a veteran’s separation from active service and he 
would not have a reasonable opportunity to apply for the renewal 
for the further 5-vear term 

Section 3 would amend section 5 of the Servicemen’s Indemnity 
Act of 1951 so that the United States would bear the excess losses 
resulting from regranting or reinstating United States Government or 
national service life insurance on permanent plans within 120 days 
after a person’s separation from active service. 

The present authority in section 5 to regrant or reinstate such 
insurance without medical examination can impose impaired risks on 
the funds; would undoubtedly adversely affect these trust funds, 
contrary to the interest of other policyholders. 

Section 4 would deny servicemen’s indemnity payments to any 
parent who abandoned the insured and remained in abandonment as 
of the date of his death, unless such parent had been designated as 
beneficiary or contingent beneficiary. 

This amendment of section 3 of the Servicemen’s Indemnity Act of 
1951 would limit this gratuitous payment to beneficiaries who deserve 
to be considered to have an insurable interest in the deceased person 
who served. 
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The American Legion respectfully requests that this committee 
report this bill favorably. 

I would further very briefly explain, Mr. Chairman, that H. R. 50 
would amend sections 602 (n) and 602 (r) of the National Service 
Life Insurance Act of 1940, so as to assure the right of judicial reviews 
arising in any controversy based on a claim filed with the Veterans’ 
Administration. 

Presently, decisions on certain provisions of sections 602 (n) and 
602 (r) are discretionary with the Administrator. That is, he may or 
may not permit the claims to be allowed. We want to be certain, 
through removal of his discretion, that section 617 of the NSLI Act 
of 1940 will permit these cases to be brought into court. That is the 
purpose. 

Referring again to the Kearney bill, H. R. 2278, we are interested 
also very much in its enactment. Section | of the bill would amend 
section 5 of the Servicemen’s Indemnity Act of 1951, contained in 
part I of H. R. 23, 82d Congress. Presently, if a term contract of 
the United States Government or national service life insurance 
expires while a person is in active service, within 120 days after his 
separation from such active service, the person has the right to revive 
that term contract upon his proof of health satisfactory to the Admin- 
istrator of Veterans’ Affairs. 

This right does not extend to 120 days after service in the event 
the term expires within that 120-day period. A man might come out 
of service one day, and the term of his USGLI or NSUI contract 
might expire the next day, and he would not have an adequate 
0 to revive it, would not have sufficient time. Section 1 

H. R. 2278 would authorize the veteran whose contract expires 
vvithin the 120-day period to revive the contract in that period upon 
proof of good health. 

Section 2 of the Kearney bill would amend section 622 of the 
National Service Life Insurance Act of 1940, as added by the Insuraxce 
Act of 1951, part Il of Public Law 23 of the 82d Congress, so that a 
United States Government life or national service life insurance term 
policy would be automatically renewed if it expired within the 120-day 
period following the discharge of the person whose premiums on the 
contract were under waiver while he was in active service. It is 
presently provided for only while he is in active service. This would 
make certain that through no slip-up would he lose hie insurance in 
the 120-day period after his separation from active service, as the 
term would be automatically renewed for an additional 5-vear pe ‘iod 
at the premium rate for the then attained age, and the waive: of 
premiums under section 622 would continue through that 120-day 
period. 

Section 3 of H. R. 2278 would provide an amendment to section 5 
of the Servicemen’s Indemnity Act of 1951, so that the present 
violence done the fund would be abolished and any excess losses due to 
the revival through reinstatement or obtaining a new United States 
Government or national service life insurance contract on a permanent 
plan without physical examination, would be borne by the appropria- 
tion, rather than, as presently, by the trust fund, the beneficial 
interest of which belongs to other policyholders. 

Section 4 of H. R. 2278 would deny servicemen’s indemnity pay- 
ment to any parent who had abandoned the person who was covered 
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by the servicemen’s indemnity protection and remained in abandon- 
ment to the date of such person’s death; so that this would make 
certain that that person who deserved to have a beneficial interest in 
the life of the serviceman would be protected, rather than a parent 
who had abandoned him. That is H. R. 2278, sir. 

Now, if I may, Mr. Chairman and Mr. Matthews, I would like to 
comment just briefly on these bills, on which I have no prepared 
statement. 

H. R. 289, first. H. R. 289 would create a veterans insurance 
corporation under the Government Corporation Control Act, which 
would take over the insurance business of the Veterans’ Administration 
and the United States Government and national service life insurance 
trust funds now maintained in the Treasury Department. 

The American Legion has carefully considered this legislation, this 
present year, when the proposal is made, and in previous | vears, when 
identical proposals were made to the 81st and the 82d Congresses. 

This bill is based upon a recommendation of the Commission on the 
Reorganization of the Executive Branch of the Government (the 
Hoover Commission), which caused our insurance advisory board, our 
national rehabilitation commission, our national executive committee, 
and our annual national conventions, to consider carefully the stand 
that the American Legion would take. 

The American Legion’s position is this: We want the veterans 
insurance business continued in the Veterans’ Administration, the 
single agency which assures proper handling of veterans affairs. We 
would like to see, as the present Administrator proposed on November 
26, 1952, and as proposed by the Booz, Allen, and Hamilton manage- 
ment engineering firm, which surveyed the Veterans’ Administration, 
the establishment in the Veterans’ Administration of a Veterans 
Insurance Department, into which all the insurance business of that. 
agency would be integrated. We oppose the enactment of H. R. 289 
and ask this committee not to report the bill. 

Mr. Bontn. That is the Hoffman bill? 

Mr. Srevens. It is, sir. 

H. R. 2126 is another bill upon which we would comment briefly. 
H. R. 2126, the American Legion would support if amended rather 
vitally on page 1, line 9. Instead of the words “such beneficiary,” 
which we would recommend be stricken, we would recommend the 
insertion of the words ‘‘the insured.’’ That is, in any insurance ma- 
turing before August 1, 1946, the date of approval of the Insurance 
Act of 1946, this bill would then propose that the commuted value of 
any insurance installment certain which could not be paid, would be 
paid to the estate of the insured, so that settlement could be made. 

Presently, although the man paid for insurance under a contract 
with, say, a face value of the maximum of $10,000, if the last bene- 
ficiary died, and no beneficiary in the permitted class survived him, 
then the Government doesn’t pay the proceeds of the contract. We 
would ask that, providing such payments would not escheat, the com- 
muted value of the installments certain remaining unpaid be paid to 
the estate of the insured. That is the recommendation of our insur- 
ance advisory board, our national rehabilitation commission, and, at 
its meeting of May 1, 1953, of the national executive committee of the 
American Legion. 
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For the information of the committee, Mr. Chairman, may I speak 
just briefly on these two bills at the same time, H. R. : 3838 and H. R. 
4084? I speak jo them as concerns the present requirement of existing 
law that, for the award of gratuitous national service life insurance to 
a parent, that parent, whe ther mother or father, be de pendent as of the 
date of death of the person who served. Our insurance advisory board, 
our national rehabilitation commission, the national executive com- 
mittee, have carefully considered this, and we favor enactment of 
legislation to provide that the payment of the gratuitous national 
service life insurance would be made to the dependent mother or 
father whenever dependency arises, thus eliminating the present 
requirement that dependency be proved as of the date of the death of 
the person who served. 

We would also recommend elimination for this purpose of the 
present 7-year time limit for filing application for the gratuitous 
national service life insurance, by either a mother or a father. 

I might mention that presently, for death compensation purposes, 
or for the purpose of an additional award of disability compensation 
to a veteran, a payment is made when the dependency of the parent 
is proved to exist. 

We also had for several years a mandate to accomplish a purpose 
which is shown in H. R. 4084, to provide gratuitous national service 
life insurance protection during the first 120-day period of World 
War II service, for anyone entering such service between October 
8, 1940, and September 2, 1945, both dates inclusive. The 120-day 
period was granted during World War I, under the War Risk Insur- 
ance Act, and it proved a beneficial measure. 

Now, the last bill upon which I wish to,speak is H. R. 4599, which I 
note Mrs. Rogers introduced by request. We would recommend 
that the committee report this bill favorably, and would support it 
very wholeheartedly, with these amendments. 

We recognize that these amendments will take the waiver of 
premiums under section 622 of the National Service Life Insurance Ac “f 
of 1940, as added by the Insurance Act of 1951, back beyond April 2 
1951, the date of approval of Public Law 23 as the 82d Congress. On 
page 2 of H. R. 4599, we recommend, on line 1, that there be stricken 
“ April 2 25, 1951,”’ and inserted in lieu thereof we recommend ‘June 27, 
1950” as the effective date. 

On line 2, we recommend striking “‘April 26, 1952” and insertion in 
lieu thereof of “date of approval of this enactment’’, and on that line 
also we recommend striking the word “June’’ and insertion of the 
word “July.” + 

On line 3, we recommend that the year date be 1950 rather than the 
1951, and we recommend that the year date in line 9 be 1950 instead 
of 1951. 

On this basis, gentlemen, we recommend that there be provided a 
waiver of national service or United States Government life insurance 
term premiums in entirety from June 27, 1950 for any person unable 
to pay them because he was missing, missing in action, interned, 
captured, beleaguered or besieged, within the terms of the Missing 
Persons Act. And as to those who had permanent plan United States 
Government or national service life insurance contracts, we would 
recommend that premiums be waived as to the extent of the actual 
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cost of the pure insurance risk. We believe this to be necessary and 
beneficial legislation. 
Thank you, Mr. Chairman and Mr. Matthews. 
Mr. Bontn. Thank you, Mr. Stevens. 
We appreciate your report and will give it serious consideration. 
Mr. Orson. Thank you, gentlemen. 
Mr. Bonin. Mr. Downer, of the VF W? 


STATEMENTS OF ADIN M. DOWNER, ASSISTANT LEGISLATIVE 
REPRESENTATIVE, VETERANS OF FOREIGN WARS OF THE 
UNITED STATES AND ROBERT ASHWORTH, CHIEF, INSURANCE 
SECTION, NATIONAL REHABILITATION SERVICE, VETERANS OF 
FOREIGN WARS OF THE UNITED STATES 


Mr. Downer. For the record, I will state that I am Adin M, 
Downer, assistant legislative representative of the Veterans of Foreign 
Wars of the United States. I am accompanied by Mr. Robert 
Ashworth, chief of the insurance section of our national rehabilitation 
service. Mr. Ashworth will comment specifically on the recommenda- 
tions of our organization, but first I would like to make a very brief 
explanatory statement. 

I know the time is running short, Mr. Chairman. I will endeavor 
to be just as brief as possible, so that the other organizations will have 
an opportunity to testify. 

Mr. Marruews. Mr. Chairman, before he begins: The House 
meets at noon, and I have something I must attend to prior to the 
session. Are we going to have another meeting again tomorrow 
morning at 9 o'clock? 

Mr. Bonrn. Yes. 

Mr. Marruews. I am going to have to leave at 12. 

Mr. Sranpisu (clerk of the committee). They can finish within 
25 minutes, Mr. Matthews. 

Mr. Matruews. All right. 

We do not wish to hurry you. 

Mr. Downer. We will endeavor to finish before that time, Mr. 
Chairman. 

Mr. Bonin. We all know the situation, of course, and if you want 
to come back tomorrow morning, in the event you fail to conclude 
your statement today, you may feel free to come back in the morning. 

Mr. Downer. Thank you, Mr. Chairman. 

First I should like to say that in the 82d Congress, the Veterans of 
Foreign Wars appeared before this committee and supported the 
legislation that resulted in the enactment of Public Law 23. We 
supported the provision that cut off the right to carry insurance by 
the nondisabled after 120 days following their discharge, for the 
reason that we felt it was desirable to get the Government out of the 
insurance business. 

I come before you now pursuant to a mandate of our last national 
encampment to recommend that the right to apply for national 
service life insurance be continued through the calendar year 1954, and 
I want to make a brief explanation of the fact that we do not consider 
that to be quite such an abrupt contradiction of our former position 
or a reversal of the policy that we expressed to the committee in the 
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In the first place, the enactment. of Public Law 23 made an abrupt 
cutoff of the right to continue national service life insurance. 640,000 
veterans of World War II were called into active duty in the Korean 
conflict, many of whom were in such a position, being in Korea and 
on the seas, that they could not take advantage of it. 

Also, after the House enacted the legislation which resulted in 
Public Law 23, the Senate added section 621, which continued the 
right of the Korean veterans to carry the indemnity assurance after 
their discharge. 

Our last national encampment considered those matters and con- 
sidered the fact that prior to the enactment of Public Law 23 the 
nonservice og sory veteran who could not meet the good health 
requirements for carrving of the national service life insurance had 
been informed that he would have from 2 to 3 years, in which he 
could applv for new national service life insurance. 

In view of those factors, our organization approved the resolution 
to recommend that the right to apply for national service life insurance 
be extended through the calendar year 1954 

I suppose one question that may come up in the minds of you gen- 
tlemen is: “What will your next encampment do,” or “What will 
your recommendations be in the future?’’ I can only say to you 
that I can’t answer that. I am sure you realize that the national 
encampment or the national convention of a veterans organization is 
somewhat like the national conventions of the major political parties. 
They may from one convention to another make some slight change in 
the stand that they take on certain issues. Conditions change. 
Circumstances change. People’s thinking changes. And as the old 
adage is, a wise man changes his mind, and a fool never does. 

But | will say that generally speaking we pursue a consistent policy 
as to broad general principles, and that our recommendation to you 
today is that the right to apply for national service life insurance be 
continued through the calendar vear 1954. 

Now, that is all of the comment I have to make, and | shall now 
yield to Mr. Ashworth. 

Mr. Bonin. Thank you, Mr. Downer. 

Mr. Asowortu. Mr. Chairman and members of the committee, 
there are a number of bills before vour committee, and the 53d Annual 
Encampment of the Veterans of Foreign Wars adopted 2 resolutions 
pertaining to insurance that closely relate to the bills before this 
committee, and therefore I will confine my discussion to these 2 
particular bills; that is, H. R. 2278 and H. R. 2339 

Mr. Marruews. What was that last one, sir? 

Mr. Asuworru. H. R. 2339 

Resolution 303 of the 53d annual encampment provides for the 
reestablishment of insurance rights for World War II veterans. 

H. R. 2339 would reopen entitlement for insurance to World War I 
and World War II veterans, providing an opportunity to again apply 
for insurance within 1 year after the enactment of the bill, and in 
the event that the applicant is suffering from a service incurred dis- 
ner the time limit would be extended from January 1, 1950, to 
1 year after the bill becomes law. 

Although our Resolution 303 only pertains to national service life 
insurance, it is believed that it would support our position in favoring 
the passage of H. R. 2339. 
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The 53d Annual Encampment of the Veterans of Foreign Wars 
adopted Resolution 318, which covers service amendatory provisions 
in Public Law 23, the 82d Congress. H. R. 2278, introduced on 
January 29, 1953, covers the provisions of our resolution. 

The first and second sections of H. R. 2278 provide protection for 
those persons whose term period expired within 120 days following 
separation aj active service. 

In section V of Public Law 23, 82d Congress, and section 622, 
National Se at Life Insurance Act, the term “active service” is 
used referring to expired term insurance. The general intent in 
Publie Law 23, 82d Congress, was to provide protection under all 
circumstances to policyholders for the period of active service and 
for 120 days following discharge. The 120 days following discharge 
was an administrative period in which the serviceman would have an 
opportunity to restablish his insurance protection. It would also 
give the Veterans’ Administration an opportunity to advise the service- 
man of his rights and benefits. But it is noted in sections 1 and 2 
of H. R. 2278 that an effective date will be required in order to give 
the bill a retroactive effect, as in the majority of cases the 120 days 
have already expired. 

Section 3 of the bill merely corrects a legislative oversight regarding 
the United States Government’s excessive loss due to impaired risk 
returning into the United States Government life or national service 
life insurance mutual funds, by virtue of section V, Public Law 23, 
82d Congress. The Administrator of Veterans’ Affairs has ruled 
that there is neither expressed nor implied statutory authorization 
for reimbursing the insurance funds due to excessive losses caused 
by the operation of section V, Public Law 23, 82d Congress. 

Section IV of the bill corrects the injustice created by awarding 
indemnification equally between two parents, no matter how negli- 
gent a parent may have been in the performance of parental duties, 
unless the parent is superseded by another person in loco parentis 
of the same sex. 

[ have no further comments on these bills, and I thank you for 
your consideration, and trust that equitable legislation will result 
from these hearings. 

That is all. 

Mr. Bontn. Does that conclude your statement? 

Mr. Asuwortna. That is it, Mr. Bonin. 

Mr. Bontyn. We wish to thank you very much for your appearance 
here today, and you may rest assured that this committee will give 
full consideration to your proposals and your recommendations, and 
we will likewise report to the full committee on what you have 
recommended. 

Our meeting will continue until 9 o’clock tomorrow morning, at 
which time we will take up additional representatives of veterans’ 
organizations. 

The meeting is now adjourned until 9 o’clock. 

(Whereupon, at 11:45 a. m., the hearing was adjourned until 
a.m. Tuesday, May 19, 1953.) 
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TUESDAY, MAY 19, 1953 


House oF REPRESENTATIVES, 
SUBCOMMITTEE OF THE COMMITTEE ON VETERANS’ AFFATRS, 
Washington, D.C. 

The subcommittee met, pursuant to adjournment, at 9 a. m., in 
room 356, Old House Office Building. Hon. Winston L. Prouty 
(chairman of the subcommittee) presiding. 

Mr. Proury. The subcommittee will come to order. 

On vesterday, we began hearings on all of the insurance bills pending 
before the Committee on Veterans’ Affairs. We received helpful 
testimony from Mr. Guy H. Birdsall and his assistants in the Veterans’ 
Administration as well as from the representatives of the American 
Legion and the Veterans of Foreign Wars. 

This morning we will open our hearings with testimony from the 
Disabled American Veterans. 

Upon completion of the Disabled American Veterans’ testimony, 
the representatives from AMVETS will appear, and we hope to con- 
clude the hearings next Friday with testimony from certain individual 
Members of Congress who have sponsored bills before the committee. 

We will now hear from Mr. Charles E. Foster, representing the 
Disabled American Veterans. 


STATEMENTS OF CHARLES E. FOSTER, ASSISTANT LEGISLATIVE 
DIRECTOR, DISABLED AMERICAN VETERANS, AND ROBERT F. 
DOVE, NATIONAL INSURANCE OFFICER, DISABLED AMERICAN 
VETERANS 


Mr. Foster. Thank you, Mr. Prouty. 

I am the assistant legislative director for the Disabled American 
Veterans. 

Pursuant to national convention mandates, we wish to testify on 
three general subjects, which are covered by the bills, H. R. 1261, 
H. R. 50, H. R. 253, H. R. 1993, which are more or less identical, and 
H. R. 36. These three subjects, as | mentioned, have been the focus 
of action by our national convention; and we would like to state our 
position with respect to the bills I just mentioned. 

The other bills, before your committee today, we have no affirmative 
position on, and therefore will not make any statement with respect 
to them. 

I am pleased to have with me this morning, Mr. Chairman, Mr. 
Robert F. Dove, who is our national insurance officer. Mr. Dove 
devotes his full time, attention, and duties to insurance matters for 
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our organization, and we feel is qualified as an expert in the field of 
insurance, As you know, it is a very complicated and technical field. 
And with your permission, I would like to turn the testimony on these 
bills over to Mr. Dove. 

Mr. Proury. We would be very glad to hear from Mr. Dove at 
this time. 

Mr. Dove. Mr. Chairman and members of the committee, we are 
grateful for the privilege of appearing before this committee to state 
the position of the Disabled American Veterans with respect to pres- 
ently proposed legislation to correct certain unfavorable situations 
which now exist under the National Service Life Insurance Act of 
1940, as amended. We would like to discuss these proposed bills, 


which are endorsed by mandates from our national convention, in 


the order of their importance. 

H. R. 1261 would amend section 602W by limiting the time in 
which the Veterans’ Administration can find fraud in the applications 
or reinstatements of national service life msurance. Under the existing 
section of the law the Veterans’ Administration can hold that fraud 
was committed on an insured’s application or reinstatement 5 or 10 
vears after the application or reinstatement was submitted to them. 
We believe that when considering such legislation the members of 
this committee should refresh their memories as to the conditions 
which existed at the time these veterans were discharged from service. 
During those early days the Veterans’ Administration was unable to 
adequately handle the millions of accounts on these discharged veterans. 
When the veterans forwarded premiums to continue their insurance, 
in many cases, the premiums were lost or were not associated with the 
accounts. Also in many cases, the Veterans’ Administration was 
unable to locate the premium record cards due to the inefficiency of 
the personnel in the Veterans’ Administration at that time. There 
are well known instances in the New York office where the premium 
record cards were filed in shoeboxes or not filed in their proper order. 
Kmplovees who were given the task of filing these cards were not 
properly trained, and at the end of the day any cards which were not 
filed by that time were thrown in the back of a drawer that had no 
relationship to the account whatsoever. 

This claimant is an outstanding citizen known for his honesty and 
integrity and is employed with the State compensation commission 
where he resides. I quote his employment to show that he was 
familiar, to some extent, with insurance procedure and would not make 
any misstatement that would jeopardize the securing of his insurance 
or his position. He went to the Boston regional office in 1948, to 
request the assistance of someone in the reinstatement of his national 
service life insurance. He was assisted by one of the Veterans’ Ad- 
ministration employees and when he came to question 9 on VA Form 
9-353, as to treatment or hospitalization of existing disability, he 
informed the employee that he was receiving treatment from the 
Veterans’ Administration for his service-incurred disability as well 
as being hospitalized. The employee advised him that the Veterans’ 
Administration was not interested in noting such treatment but only 
that treatment received from private physicians or hospitals. There- 
fore, he answered honestly that he had not received any treatment 
from private physicians or hospitals. The Veterans’ Administration 
informed him that his insurance was reinstated and that he should 
continue to pay premiums which he has done to the present date. 
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Later he retired from his position due to his disability and filed a 
claim for waiver of insurance premiums due to total disability. 

Evidence in support of our statement that the Veterans’ Adminis- 
tration was not in a position to effectively handle the millions of 
accounts after World War Il and that there were numerous lost 
records, will be found in VA TB 9-53. This instruction informed all 
district officers that where premiums on policies were paid for the 
months of July and August 1947, the account would be administra- 
tively adjusted to clear the records involving missing premiums. This 
instruction further provided that not even a lien would be established 
for missing premiums. To us, this is an admission on the part of the 
Veterans’ Administration of their inability to cope with the problem 
of missing records from 1945 until 1947. It was these conditions 
that caused the lapse of the veterans’ policies in many instances. It 
then became necessary for the veteran to reinstate his policy, thereby, 
in many cases, having committed what the Veterans’ Administration 
claims to be a fraud. In order that this committee may understand 
what the Veterans’ Administration considers fraud, | shall attempt 
to explain the circumstances. 

Immediately following the war and until July of 1948, the existing 
laws and regulations of the Veterans’ Administration permitted a 
veteran to reinstate his insurance, regardless as to the length of time 
it had been lapsed, by submitting what is known as a comparative 
health statement, VA Form 9—353. On this form there are numerous 
questions relative to period of service, age, et cetera; and amongst 
these are three very important questions which bear on the finding of 
fraud. These are questions 8, 9, and 10, 

Number 8 presents the question: 

Are you now in as good health as you were on the due date of the first premium 
in default? Answer ‘‘yes” or ‘“‘no”’ 


Number 9 presents the question: 


Have you been ill, or suffered or contracted any disease, injury, or infir 


ys 
or been prevented by reason thereof from attending your usual occupation, or 
consulted a physician, surgeon, or other practitioner for medical advice or treat- 
ment at home, hospital, or elsewhere, in regard to your health, since lapse of this 
insurance? Answer ‘‘yes’’ or “‘no.”’ 
Answer 10 presents the question: 
Have you ever applied for d ibility compensation retirem t prvme t, 
pension or waiver of insurance premiums? Answer ‘‘ves’’ or “no.” If “yes” 


give claim number, 


Of these three questions, 9 is the one on which the Veterans’ 
Administration bases their claim that the veteran committed fraud. 

In order to clarify this to the committee, let us take case one as an 
example: C-—1013982. TI shall not attempt to go into the details as 
to dates, but briefly state what occurred, and the committee may 
secure the file through the Veterans’ Administration if it wishes to 
substantiate the facts as presented. 

The Veterans’ Administration, in the course of considering this 
claim, secured his C file from the regional office and found that at the 
time that he reinstated his insurance he was receiving treatment for 
his service-incurred disability and because he had answered ‘no”’ to 
question 9, they informed him that he had committed fraud and that 
his insurance was canceled. The records will show that an appeal 
was entered in this case and a hearing held by the Board of Veterans’ 
Appeals at which time the manager of the Boston regional office was 
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called in to explain conditions which existed at the time he reinstated 
his insurance. The manager testified that due to the thousands of 
veterans who were attempting to reinstate their insurance at that time, 
the contact service was unable to handle the number of requests and 
therefore employees from other divisions were assigned to assist 
veterans in the completion of their forms for reinstatement. There is 
no question but that this particular employee who assisted him was 
not familiar with the requirements for reinstatement and informed 
him erroneously as to the proper way in which to answer the question. 
This is not an isolated case but has been repeated over and over again 
in many cases where veterans have attempted to reinstate their 
insurance. 

To cite a few cases in the event the committee wishes to check further 
as to the procedure of the Veterans’ Administration, we list the 
following: C-8838743, C-8744835, XC-4235417, C-4555357, XC 
4007877, C-10193361, C—12395365. 

We believe the committee should be made aware of the fact that 
the Solicitor’s Office of the Veterans’ Administration disagreed with 
the Insurance Service’s finding of fraud in many of these cases. Most 
notable of their opinions of dissent are the cases of Frank F. Short, 
C-7 488629, and John Frank Vondrak, FN-3 725123. In these deci- 
sions the Solicitor held that where the insurance service was put on 
notice that a service connected disability existed, then the insurance 
service should have secured the veteran’s C file before approving the 
application for reinstatement, but where they did not, then they could 
not come in at a later date and hold that a fraud existed. This 
procedure existed until approximately December of 1948, when Mr. 
Breining informed the district offices that the opinions in the Short 
and Vondrak cases would not, thereafter, be followed when determin- 
ing fraud. It was shortly after this instruction to the district offices 
that the Veterans’ Administration changed their reinstatement forms, 
VA 9-353, so that they did not include question 10. This question 
concerns whether or not the insured had filed a claim for compensation 
and by so doing would have put the Insurance Service on notice as to 
a disability or disabilities. 

We believe that the committee should also be made aware of the 
fact that in such cases where fraud is found there is no refund or 
return of insurance premiums paid. The basis of this determination 
is found in the decision of the Comptroller General of the United 
States in the case of Albert H. Hundertmerk (A-27882), Comp. Gen. 

July 27, 1929. 

We trust that this committee will give earnest and considered 
deliberation to this bill in order to adjust the inequities which have 
been brought about by the Veterans’ Administration in the handling 
of such cases. 

H. R. 50, H. R. 253, and H. R. 1993 are bills to amend section 602N 
of the National Service Life Insurance Act to clarify the question as 
to whether the insured’s claim for waiver of insurance premiums was 
timely filed. It is our opinion that the present bills, as proposed, 
would not correct the procedure of the Veterans’ Administration in 
the consideration of such claims. The only difference that we can 
note between the bill and the present law is that the bill would take 
away the Administrator’s right to grant the waiver under certain 
conditions and places the authority within the law itself. We do not 
believe this method will change the minds of the personnel of the 
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Veterans’ Administration as to their interpretation of that part of 
the law, “due to circumstances beyond his control.’’ The criticism 
of the existing legislation is the Veterans’ Administration’s interpre- 
tation of what constitutes circumstances beyond the control of the 
insured to prevent him from filing a timely claim for waiver of insur- 
ance premiums. On cases in which this organization has appeared 
before the Veterans’ Administration we have found that the only 
circumstances the Veterans’ Administration will recognize and hold 
as, “beyond his control’’ is where the insured is or was incompetent, 
The fact that the insured was not advised or made aware of his entitle- 
ment to a waiver during that period of total disability or the fact that 
he may have been hospitalized because of treatment of serious dis- 
abilities and therefore unable to file a timely claim, are not considered 
by the Veterans’ Administration as sufficient reasons to represent 
circumstances beyond the control of the insured. 

Public Law 589, the 80th Congress, provided that a waiver of 
premium could be granted 5 years prior to the date on which the claiin 
is received providing the claim was received before August 1, 1947. 
The claim for waiver received after August 1, 1947, could only be 
granted for a period of 1 year prior to the date on which the claim was 
received. The fact that the insured does not file a claim within the 
required time, we believe, does not lessen his entitlement nor does it 
minimize nor lessen his disability. 

There are many cases in which we have appeared where the Veter- 
_ Administration has agreed that the man was totally disabled 

, 6, or 7 years prior to the date on which his claim was received, and 
was still totally disabled on the date he filed - aim, vet the Veterans’ 
Administration denies the claim because the eran failed to file it 
within the time limit pees — d by the law. hi case in ext un ple i is that 
of Merle C. Gundlach, C-12547149, of Pittsburgh, Pa. This insured 
filed a claim for waiver of insurance premium with the Veterans’ 
Administration on July 5, 1951, and a decision was rendered by the 
Veterans’ Administration showing that total disability was demon- 
strated from July 26, 1946, and continuing. However, because the 
veteran’s failure to file a claim was not due to circumstances beyond 
his control, his claim was disallowed. This insured was either in a 
hospital or receiving treatment for his service-incurred disability 
during the entire time from July of 1946 until the present date. 

We believe the committee should further consider that where claims 
are filed for total and permanent disability under United States Gov- 
ernment life insurance there is no limitation as to how far back the 
Veterans’ Administration shall go. We have had several cases before 
the Veterans’ Administration where the claim for these benefits were 
filed during recent years, and the Veterans’ Administration found that 
the man was totally and permanently disabled shortly after World 
War I and continued to remain so up until the time of the claim. 
They rendered a favorable decision and paid him the monthly install- 
ments from the beginning date of total and permanent disability up 
to the present time. We believe that such insurance laws should be 
consistent and should not differentiate when it comes to World War I 
or World War II veterans. 

We would therefore ask this committee when considering such 
legislation that they so amend the law that it would permit the grant- 
ing of a waiver of premium on national service life insurance regardless 
as to when the claim was received by the Veterans’ Administration. 
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H. R. 36 is a bill to amend section 304 of the World War Veterans, 
Act of 1924 to reduce the amount of existing liens now established 
against these policies. Section 304 provides that where the veteran 
was suffering from a service-incurred disability, he could reinstate his 
war-risk insurance by paying back all monthly premiums plus interest 
computed at 5 percent annually from date of lapse to date of rein- 
statement. 

In the event the veteran did not have the money to pay the 
premiums and interest he was permitted to sign a certain form which 
would place a lien for the amount against his policy and until such 
lien was satisfied it would still build up interest computed at 5 per- 
cent annually. Many thousands of World War I veterans took 
advantage of this liberal privilege as granted them by Congress; 
however, they failed to realize what the final result would be and it 
was not until July of 1948 that they learned, to their sorrow, what 
had happened. It was at this time that the Veterans’ Administra- 
tion, for the first time in 21 vears, decided to notify these men what 
these liens with the accumulation of interest amounted to. In many 
cases where the original lien amounted to two or three hundred 
dollars it had doubled and tripled to the point that, at the time the 
Veterans’ Administration informed them, the lien amounted to any- 
where from $700 and up 

The proposed legislation would provide that the premiums be 
placed on a non-interest-bearing indebtedness against the policy 
until July 2, 1948, and after that date, on an interest-bearing indebted- 
ness at simple interest: This, then, would bring the indebtedness 
within reason and permit many of these veterans to pay off these 
long-standing liens. 

We believe that the committee should also consider that reinstate- 
ment of national service life insurance provides that only the premium 
following month of lapse and the premium for the month in which 
reinstatement is filed is necessary in order to reinstate such insurance. 
It does not matter whether the insurance is in a lapsed state for 1, 2, 
or 5 years; only two premiums are required in order to reinstate. 
While section 304 was very liberal, it is hard to understand why the 
veterans were required to pay premiums for the months during which 
no protection was afforded 

We trust that this committee will give due and careful considera- 
tion to this statement when considering this bill. 

(Notrr.—For VA comments see pp. 1199-1202.) 


Mr. Proury. Have you any questions, Mr. Matthews? 

Mr. Marrurews. No, sir; I have not. 

Mr. Prouty. Mr. Selden? 

Mr. SELDEN. No, sir. 

Mr. Proury. Thank you very much. 

Mr. Fosrrer. I would like to mention for the purpose of the record, 
here, that where Mr. Dove mentioned any names, it was done with 
the full knowledge and consent of the claimant. 

Mr. Proury. Thank you. Weare glad to have that information. 

The next witness will be Mr. Rufus Wilson of AMVETS. 


STATEMENT OF RUFUS H. WILSON, NATIONAL LEGISLATIVE 
DIRECTOR OF AMVETS 


Mr. Witson. Mr. Chairman and members of the committee, 
AMVETS appreciate the opportunity to testify today on the insurance 
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bills pending before the committee. Our comments will be limited to 
H. R. 2752, which was introduced at our request by Mrs. Rogers of 
Massachusetts. This bill incorporates the three legislative proposals 
concerning Government insurance passed at our last national con- 
vention in September 1952. 

H. R. 2752 contains three basic provisons: 

1. Veterans of World War I and II would be allowed 2 additional 
years to once again purchase United States Government life insurance 
or national service life insurance. 

2. Service-connected disability would not be a bar to the purchase 
of national service life “‘H”’ insurance for a period of 2 additional 
years following the enactment of this proposal. 

3. Veterans of service since June 27, 1950, would have an additional 
period of time in which to purchase insurance under Public Law 23, 
with a showing of good health during the additional period, 

AMVETS strongly supported the passage of Public Law 23. We 
believed at the time of the passage of the bill that it bad great merits. 
While our position has not changed, experience bas shown that some 
of the effects of Public Law 23 had not been contemplated. In addi- 
tion to providing automatic coverage to the individuals on active duty 
in the Armed Forces since June 27, 1950, in addition to providing a 
new type of insurance coverage of an ine xpe nsive nature following 
service since that date, in addition to saving the Federal Government 
considerable money, in addition to simplifying administration of 
gigantic program, it has also made the veteran population of the 
United States insurance conscious, and we believe this to be good. 

Millions of veterans for one reason or another let their msurance 
lapse or expire following World War Il. When Public Law 23 passed, 
the opportunity to once again pick up NSLI was lost. For the first 
time in 30 years as a result of this act, veterans suddenly realized that 
they had to exercise some responsibility in regard to their Govern- 
ment insurance. This, in itself, was a meritorious aspect of Publie 
Law 23. Thus, while there were numerous advantages of the bill, it 
is true that the great number of veterans suffered the loss of a vital 
benefit. The reasons they suffered the loss are dwarfed by the loss 
itself. At present, immaturity, economic instability, and inexper- 
lence in insurance matters are largely a thing of the past for many of 
the individuals who would be entitled to the advantages of the pending 
bill. And certainly increased family responsibilities make it obvious 
that many of the individuals aggrieved by the passage of Public Law 
23 would now take advantage of the opportunity for restoration of 
insurance protection. 

AMVETS, even though we supported the Indemnity Act, feel that 
the Congress should set a new delimiting date for the cutoff of Govern- 


ment insurance. H. R. 2752 would provide that those millions of 


veterans who lost insurance would have 2 vears in which to come back 
into the program. We think this is fair and equitable. 

We have no knowledge as to the number of individuals who would 
take advantage of such a bill. But in any event, such a new cutoff 
date would settle this matter once and for all. It would place the 
responsibility for taking advantage of the insurance benefits squarely 
on the veteran. We have heard the complaints concerning loss of 
insurance rights for 2 vears, and we are convinced of the sincerity of 
many of these complaints. We trust therefore that this conmittee 
will see fit to amend the present law in accordance with our sugges- 


tions. 
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Our second suggestion is one that, in our opinion, has merit beyond 
question. It concerns those veterans who have serious disabilities as 
a result of their military service. Since January 1, 1950, the law has 
precluded insurance protection on many of these worthy cases. At 
the very time insurance rights were lost for able-bodied veterans under 
Public Law 23, many disabled veterans had been in the same position 
for a period of 18 months. We do not believe that this was congres- 
sional intent. We feel that the Congress has always looked with 
favor on benefits for the seriously disabled. And we feel that the 
Congress today should correct this serious inequity. 

The present law does not allow the Veterans’ Administration to 
waive service-connected disability as a bar to a showing of good 
health in the issuance of insurance. Thus, often veterans who allowed 
their insurance to lapse following January 1, 1950, who have dis- 
abilities which are due to service, are not allowed to participate in 
this program. 

It is noted that even prior to January 1, 1950, these disabled 
veterans received an inferior type of national service life insurance. 
If their insurance had lapsed, they were granted so-called “H’’ insur- 
ance, which was nonparticipating. They paid premiums into the 
Federal Treasury rather than into the National Service Life Insurance 
Fund, and any payments resulting from the insurance came from 
direct congressional appropriations each vear and not from the fund 
itself 

The pending proposal, H. R. 2752, would give seriously disabled 
veterans whose insurance has lapsed, a period of 2 additional years 
to buy “H” insurance without a showing of good health insofar as 
service-connected disability is concerned. We are hopeful that the 
committee will see fit to approve this suggestion. 

Our third suggestion is based on a belief that the present 120- 
day period for the purchase of ‘‘after discharge”’ insurance is insuffi- 
cient. The present law covers the man who has had service since 
June 27, 1950, for 120 days after service. During this 120 days he 
‘an purchase term, nonparticipating, inexpensive insurance without 
a showing of good health. Our suggestion would extend this 120- 
day period to 1 year for persons presently being discharged or for 1 
year following passage of the amendatory act for those veterans already 
released from active duty. In these latter instances, a showing of 
good health would be required. 

AMVETS believe that our position on these three matters is 
meritorious. 

We are extremely hopeful, therefore, that the committee will see 
fit to report a bill containing our suggestions. 

Mr. Marrnews. Mr. Chairman? 

Mr. Provutry. Mr. Matthews. 

Mr. Marruews. I have enjoyed this report by Mr. Wilson very, 
very much, Mr. Chairman. 

I am interested to see, too, that this great organization, the 
AMVETS, has suggested that 2-vear cutoff period for the extension of 
the insurance. I recall the American Legion yesterday said they did 
not anticipate recommending any cutoff period. 

I wonder, Mr. Wilson, if, in your opinion, extending it for 2 more 
years would have the result that at the end of that time there would 
be a demand for another 2 more years. 

What would be your idea about that? 





oe 


arene 





BILLS SEEKING TO AMEND THE INSURANCE LAWS 1173 


Mr. Wiuson. There might be a demand, sir, but if there is a 
demand, we would seriously question its merit. 

Mr. Marruews. | appreciate that frank statement. And I want 
to say, very frankly, that I think one thing that is hurting us in trying 
to get the most essential services is the tendency to press these matters 
that, to me, are not nearly so important as the hospital matters and 
others that are so greatly needed. 1 appreciate your very frank 
statement about that. 

| am a veteran of 4 vears in this last war, and | know when I was 
in there, and since I came out, I heard a tremendous amount of 
information given out by the Veterans’ contact officers, pleading with 
veterans to reinstate their insurance. And I know that, here and 
there, there are cases that are rather unfair. 

But, frankly, it worries me, Mr. Chairman. It worries me very 
much to see some of these bills that have come before us, and to feel 
in my mind that perhaps if we are not careful we are going to hurt 
our great overall program by insisting on some of these things. 

That is the only concern I have. 

Mr. Winson. At the very time that H. R. 1 was being considered, 
which eventually became Public 23, there was a hue and ery, and 
there was controversy on both sides of the fence. The House passed 
a very meritorious bill, we thought. It got over to the Senate, and 
there was a disagreement, and later on, it got in conference, and there 
was a serious mixup. I feel rather certain that at that time if there 
had been a suggestion to put the cutoff date 1 year ahead, this whole 
matter would have been settled. Of course, that is water over the dam 
now. There has been a cry, however, all over the country for restora- 
tion of insurance rights. AMVETS very strongly recommended the 
passage of Public Law 23. Thus we are somewhat reluctant to come 
before the committee with a different position, but the plain fact is 
that we have mandates from our national convention supporting our 
position. 

Mr. Sevpen. | noticed you said a minute ago that if a 1 year cutoff 
date had been provided at the time the bill was passed, this whole 
matter would have probably been settled. Do vou think it is neces- 
sary to have 2 years now? 

Mr. Witson. I think the primary thing, sir, is to reopen it, give 
people a chance to get back i in, We are not at all arbitrary about the 
date of 2 years. If 3 months would do it, or if it takes 3 years or 2 
years or | year, our primary concern is having the act opened up so 
that veterans can come back in. 

Mr. Sevpen. You feel, though, if the act is opened up for 12 months, 
that will entirely settle the matter? 

Mr. Wizson. Certainly it would be much better than it is now. 
As to whether it would end it, | think Mr. Matthews put his finger on 
it, when he said there will probably still be some argument on the 
other side. 

Mr. SeLtpen. Well, as far as your organization is concerned, then, 
would an extension of 12 months be satisfactory ? 

Mr. Witson. We would accept it. 

Mr. Senpen. Gladly? Or otherwise? 

Mr. Proury. Thank you, Mr. Wilson, very much. 

The Honorable Charles S. Gubser wishes to make a statement in 
support of H. R. 4791, which he introduced. Mr. Gubser will you 
proceed please. 
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STATEMENT OF REPRESENTATIVE CHARLES S. GUBSER 


Mr. Gusser. H. R. 4791 has been introduced to correct a problem 
which affects a limited number of national service life insurance policy- 
holders. It has been brought to my attention by a particular con- 
stituent and I quote his service record and cite his case.in the belief 
that it is truly representative of all policyholders who find themselves 
in the situation which this bill would correct. 

Subject enlisted in Company D, 2d Georgia Volunteer Infantry 
May 2, 1898. After muster out, enlisted in Regular Army March 28, 
1899, in Battery F. 1st Artillery, after which service was continuous. 

In 1907, as result of competitive examination, received appointment 
April 9 as sergeant major, junior grade, Coast Artillery. Served in 
Philippine Islands 1911 to 1914 at Corrigedor and Subic Bay. Served 
on Mexican Border with Provisional Battalion in 1916. 

Promoted to sergeant major, senior grade, Coast Artillery May 26, 
1917. 

June 8, 1917, appointed second lieutenant, Artillery, and served as 
Assistant Adjutant, Coast Defenses of San Francisco. Promoted to 
first lieutenant November 27, 1917, and in December was assigned to 
Army Artillery Park, First Army, and appointed adjutant of organi- 
zation. 

May 17, 1918, promoted to captain and served in same organization 
as adjutant at home and overseas from June 13, 1918, to February 28, 
1919, when detached and assigned to duty at Base Section 2, Bordeaux, 
France, as embarkation information officer. Served until base closed 
in July 1919. Returned to United States in August 1919 and was 
discharged as captain at the Presidio of San Francisco, September 3, 
1919. 

October 3, 1919, reenlisted as sergeant major, senior grade, Coast 
Artillery, and assigned to duty at Fort Winfield Scott, Calif. July 1, 
1920, appointed warrant officer. Served as senior instructor, Clerical 
Division, Enlisted Men’s Section of Coast Artillery School, Fort 
Monroe, Va., May 5, 1924, to June 30, 1927. Transferred to Head- 
quarters, 9th Coast Artillery District, Presidio of San Francisco. 

December 31, 1928, retired after over 30 years’ service. 

September 7, 1942, called to active duty, at age of 62, as warrant 
officer, junior grade. October 1, 1942, given temporary appointment 
as chief warrant officer. 

June 10, 1945, returned to retired list at age of 65. 

Following my constituent’s second re tiren ent at the Roe of 65, he 
was allowed to take out national service life insurance. 

It is my contention that any man who has rendered 30 years of 
service to his country and was ready and willing to serve again at an 
advanced age should not be denied the privileges granted those with 
considerably less service. The fact that insurance was granted, in my 
opinion, should entitle the insured the same consideration given. to 
others. I, therefore, urge your favorable consideration of H. R. 4791. 

Mr. Provury. The hearing stands adjourned at this time until 
Friday, May 22, at 9:30. 

(Whereupon, at 9:40 a. m., the hearing was adjourned. until 4-29 
a.m. Friday, May 22, 1953.) 
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FRIDAY, MAY 22, 1953 


Housk oF REPRESENTATIVES, 

SURCOMMITTEE OF THE COMMITTEE ON VETERANS’ AFFAIRS, 

Washington, er. G. 

The subcommittee met, pursuant to adjournment, at 9:30 a. m., 
m room 356, Old House Office Building, Hon. Edward J. Bonin, 
presiding. 

Mr. Bontn. The subcommittee will come to order 

We are meeting this morning to hold what we believe will be the 
final session of the subcommittee insofar as the present hearings are 
concerned. 

On Monday we heard representatives of the Veterans’ Administra- 
tion, the American Legion, and the VF W; on Tuesday, officials of the 
Disabled American Veterans and AMVETS appeared before us; and 
today we have several members of Congress who wish to testify en 
specific bills, as well as a representative of the National Association of 
Life Underwriters. 

We will now hear from Congressman Antoni Sadlak. 


STATEMENT OF HON. ANTONI N. SADLAK, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF CONNECTICUT 


Mr. Sapuak. Mr. Chairman and members of the Subcommittee on 
Insurance of the Veterans’ Affairs Committee, | am delighted to come 
here this morning to have this opportunity to appear before this 
committee. 

[ am here primarily to support H. R. 2278, which wes mtroduced by 
our distinguished friend and colleague, General Kearney My par- 
ticular interest is in section 4 of this proposal, under the provisions of 
which it is my belief that desirable remedial action can and should be 
obtained for a matter recently brought to my attention by a con- 
stituent in my State of Connecticut. 

For obvious reasons, as I shall outline, Mr. Chairman, I should not 
name the people involved here, but 1 have that all in my file. 

My constituent is the mother of a deceased veteran who was killed 
in action on the United States Ship Thompson (DM S38) August 20, 
1952, during the Korean conflict. She is presently protesting the 
injustice in the present law which would divide the gratuitous insur- 
ance of the serviceman between her and the deceased veteran’s father, 
who abandoned the boy May 1, 1934, when he was a child of 2 years of 
age. 

In addition to the son who was killed in action at the age of 20 in 
1952, my constituent by her own efforts and sacrifice raised also 
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another son of the same marriage, now aged 23, who was honorably 
discharged from the United States Army in December 1952 

The mother was employed in a factory from 1930, 4 vears before 
the abandonment by the husband, until 1951, thereby supporting 
herself and her 2 sons. The husband never contributed toward her 
support or that of the two boys. He was a habitual drunkard and 
loafer, and beat her frequently. She refused to support and tolerate 
his mean treatment. 

They were separated for over 18 years, and an uncontested divorce 
was finally obtained by the mother on April 17, 1953, on the grounds of 
desertion which had taken place on May 1, 1934. They had married 
on April 14, 1928 

To prove her contentions against ber busband, the mother has 
properly executed affidavits of the living son, her former husband’s 
own father, and her former husband’s own sister, and an acquaint- 
ance. Other affidavits can easily be obtained from the place of 
employment and from their family doctor and others who are well 
acquainted with the facts of the case. All of the facts in this case 
have been brought to my attention by a most reputable source. 

In view of the conditions which existed and continue to exist in 
this situation, it is my earnest contention that section 3 of the 
Servicemen’s Indemnity Act of 1951 should be amended by section 

of H. R. 2278 so that any parent not designated as beneficiary or 
contingent beneficiary by the insured, who shall have abandoned the 
insured and who shall have remained in abandonment as of the date 
of the death of the insured shall not be eligible for insurance benefits. 

I am thoroughly convinced that to effect such a change would be 
to rectily what now constitutes opportunity for YToOss injustice in 
our law. 

| urgently request prompt and favorable consideration by the 
committee for Mr. Kearney’s bill, H. R. 2278. 

Let me say, Mr Chairman, that I had an opportunity to peruse 
quickly the report that came from Gen. Carl R. Gray on this matter, 
and particularly page 3 of that report, wherein they contend that 
there would be an increase in cost for the administration of this 
particular part. 

To me, what we are looking for—and as I tried to outline—in this 
particular case which has come to my attention, is justice and fair- 
ness. And even if it was at the cost of a few more dollars, I think 
the people concerned here are entitled to our additional expenditure 
to bring about that justice and fairness for the persons concerned. 

I have no other matter this morning, and I am certainly very 
grateful for this opportunity to come before you to put before you this 
case, which | think is on all fours with what is endeavored to be put 
into legislation, into law, under section 4. 

Mr. Proury. Thank you, Mr. Sadlak. The chairman is sorry to 
be late, but he was unavoidably detained. 

Mr. Sapuak. I know the chairman also is a Congressman at large, 
and in that capacity, he has to look after the entire State, which 
sometimes makes it a little more burdensome than it is to those of us 
who have just an individual district to look after, and I say that with 
all respect to Mr. Bonin. 

Mr. Bonn. I certainly appreciate your testimony, Mr. Sadlak. 

Mr. Proury. We will now be very glad to hear from Mr. Jones of 
Missouri on H. R. 3843. 
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STATEMENT OF HON. PAUL C. JONES, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF MISSOURI 


Mr. Jones. Mr. Chairman and gentlemen of the committee, | 
introduced this bill, H. R. 3843, after making a great effort to obtain 
what I considered was justice for the beneficiary of a serviceman who 
was presumably killed in action in December 1950. 

Apparently, there has been a distinction made in the status of 
persons who are missing in action in World War I and World War II 
and those who have been missing in action in the Korean war. 

Some Members of Congress, I think, have had the idea that after 

person has been missing in action for more than a year, and it has 
not been determined that the party is still alive, he will be considered 
dead, and the benefits, under the Indemnity Act would be available 
to the beneficiary. 

I have been informed that there are certain exceptions that have 
been made in certain cases, but in the particular case that I mention, 
and the one that prompted this bill, this soldier was missing in action 
in December 1950, and there had been some evidence, though not 
substantial enough to be acted upon by the Government, that he 
was killed. However, his name was carried on no prisoner list, and 
there was no evidence at all that he was living. 

His mother was a resident of my hometown, and she was very ill 
with cancer, and she was badly in need of some assistance. And over 
this 2-year period we tried, and finally I introduced this bill in March 
in an effort, if nothing else, to bring to the attention of the committee 
the desirability of making some provision in those cases. 

Unfortunately, the mother of this particular soldier died. And fora 
period of several months, she was foreed to undergo suffering that 
could have been alleviated had she been able to receive the benefits 
which Congress, I think, intended that the beneficiary of the soldier 
should have. 

As it happens now, the probable beneficiary of this particular 
soldier will be a stepfather, who, of course, is, in my opinion, not the 
person that the son intended that money should have gone to 

I discussed this bill with the legislative counsel of Congress, trying 
to get up a bill, and in that conference there was brought to my atten- 
tion the difficulty of writing legislation which would accomplish the 
purpose that we seek here. 

It had been my original intention just to have a bill prepared that 
would give the same rights and benefits to soldiers serving in the 
Korean War that were applicable during World War I and World 
War II, but as we get into it, we find that there are a lot of questions 
that arise. And all I care to do this morning is to express the hope 
that this committee, which I understand is charged with that respon- 
sibility, will take cognizance of the problem that exists, especially 
among the dependent parents of soldiers who are carried as missing 
in action but who in fact have been killéd in action or have died and 
to whom eventually these benefits will be available. 

I hope the committee will give some attention to that in order that 
other parents will not have to undergo the same hardship that this 
mother did that prompted this bill. 

Mr. Provry. Mr. Jones, have you any information as to the number 
of similar cases? 
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Mr. Jones. I could not get the number of those cases. However, 
it was interesting that on the day that I introduced this bill—I called 
attention to it on the floor of the House, and I think there were five 
different Members who come to me and told me they had had similar 
cases in their own districts or that they had been experiencing that 
difficulty. 

I had, I think, 3 cases in the district that I represent that were 
similar to this, only 1 where the mother has actually died since that 
mother, Which is a rather pitiful circumstance. 

Mr. Provury. Any questions? 

Thank you very much, Mr. Jones. We appreciate your taking the 
time to come before us. 

Mr. Jones. Thank you, sir. 

Mr. Provtry. The gentleman from Michigan, Mr. Bennett, is next. 


STATEMENT OF HON. JOHN B. BENNETT, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF MICHIGAN 


Mr. Bennerr. Mr. Chairman, my bill, H. R. 3838, is designed to 
provide gratuity surance benefits to parents of servicemen who lost 
their lives on Pearl Harbor day irrespective of whether such parents 
were dependent upon the servicemen for their support. 

Congress has generously provided these gratuity insurance benefits 
to dependents of servicemen, but, thus far, has excluded parents who 
were not dependent. In my judgment, there is no justification for 
this discrimination. I think I can state without fear of contradiction, 
that the boys who lost their lives on Pearl Harbor day had no ad- 
vance warning of the surprise attack of the Japanese. I think it is 
fair to assume that had these boys known what was coming, they 
would all have made insurance provisions for their fathers and mothers. 

[ believe the record will show that this committee has already—on 
at least one occasion—approved this legislation, and I hope it will see 
fit to favorably report it agam. Congress owes a duty to these Pearl 
Harbor parents and it ought to discharge that duty without further 
delay. 

Mr. Proury. The next witness will be Mr. Carlyle Dunaway, of 
the National Association of Life Underwriters, who I believe *desires 
to speak on H. R. 51 and related bills. 


STATEMENTS OF CARLYLE M. DUNAWAY, COUNSEL, THE NA- 
TIONAL ASSOCIATION OF LIFE UNDERWRITERS, AND LOUIS 
J. GRAYSON, CHAIRMAN, COMMITTEE ON AFFAIRS OF VETERANS 
AND SERVICEMEN, OF THE NATIONAL ASSOCIATION OF LIFE 
UNDERWRITERS, NEW YORK, N. Y. 


Mr. Dunaway. Good morning, Mr. Chairman. I am Dunaway, 
but the witness is going to be. Mr. Louis J. Grayson, who is the chair- 
man of our committee on affairs of veterans and servicemen. 

Mr. Proury. We would be very glad to hear from Mr. Grayson 
at this time 

Mr. ¢ FRAYSON I don’t have a prepared statement. We didn’t get 
notice of the hearings ia time to get a prepared statement. 

My name is Louis J. Grayson, chairman of the committee on affairs 
of veterans and servicemen, the National Association of Life Under- 


Po raha 
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writers. We have a membership of approximately 55,000 dues-paying 
members throughout the country. 

[ am going to address myself to the committee, if I may, on the 
group as a whole, this particular type of legislation. But in order to 
save the committee’s time, Mr. Chairman, may I inquire as to how 
many of the subcommittee were members of the Hardy subcommittee? 

Mr. Provury. I do not think any of them were but I was a member 
of the Veterans’ Affairs Committee when Public Law 23 was enacted. 

Mr. Grayson. If there were, | thought some of the material vou 
might be entirely familiar with. 

Mr. Proury. I might say, Mr. Grayson, that if you want to submit 
a prepared statement later on, we would be glad to incorporate it in 
the record. 

Mr. Grayson. We appreciate that, and if it would be of any value 
to the committee, we would be most happy to submit one. 

Mr. Proutry. | think we would be very glad to have it. We 
would need that, however, in the very near future, as soon as possible. 

Mr. Grayson, Fine. 

(The statement referred to is as follows 


STATEMENT OF THE NATIONAL ASSOCIATION OF LIFE UNDERWRITERS 


PROPOSALS CONCERNING GOVERNMENT LIFE INSURANCE AND INDEMNITY PROTECTION 
FOR VETERANS AND SERVICEMEN 


The purpose of this statement is to summarize and, to some extent, supplement 
the substance of the testi nony given before vour subcommittee on May 22, 1953, 
by Louis J. Grayson, the chairman of this association’s committee on affairs of 
veterans and servicemen, and the undersigned in opposition to the below-men- 
tioned three types of legislative proposals now being considered by vou At the 
outset, however, we should like very much to thank your group not only for giving 
us the opportunity to file such a statement but also for the courtesy with whicl 
you received the oral testimony of our representatives at the May 
We should also like to make it clear that the views expressed at that 


22 |} earring 
hearing, as 


well as this statement, represent the official policy of our organization, which is a 


nationwide trade association consisting of some 55,000 life insurance avents 
general agents and managers. 
The legislative proposals with which we are herein concerned are of three types 


as folk ws 

1. Various proposals, represented by such bills as H. R. 51, 148, 1538, 2146 
2339, 2470, and 2752, to reopen the sale of United States Government life insur- 
ance and national service life insurance to veterans of World Wars I and II, 
respectively; 

y 


Che proposal embodied in H. R. 3198 to amend the Servicemen’s Indemnity 
Act of 1951 pt. 1 of Public Law 23, 82d Cong., Ist sess so as to permit payment 
to the beneficiaries of a deceased serviceman of not only the proc eds of any 


i 
USGLI or NSLI policy or policies held by him at his death, but also the full 
$10,000 gratuitous servicemen’s indemnity provided by Public Law 23; and 
3. Various proposals, such as those contained in H. R. 1545, 1546, and 4041, 
to provide for the waiver of premiums on policies of USGLI and NSLI after the 
insureds thereunder have attained a s 


specified number of years 


ecified age and have paid premiums for a 


t 
I 


I Proposals to reopen sale of USGLI and NSLI to veterans 


We believe that the kederal Government has a definite obligation to provide 


our servicemen with a reasonable amount of free indemnity protection against 
death, particularly in time of war or under wartime conditions when it may be 
difficult for them to obtain from many priv insurers the kind of insurance 
protection that they may want and need at a price that they can afford to pay 
We also believe it to be a further obligation of the Government to provide a low 


cost insurance program for those veterans who, because of disabilities incurred 
while in the service of our country, have become uninstrable et the standard 
rates charged by private insurers We emphatically do not believe, however 
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that the Government has the slightest obligation to use its general revenues for 
the purpose of subsidizing a system of cheap insurance for the able-bodied veterans, 
who can readily buy their insurance from private insurers at reasonable rates. 
Furthermore, we completely fail to see how, in all justice and reason, such veterans 
can honest!v feel that they are entitled to this special treatment at the expense 
of the other taxpaying citizens of our country 

It seems apparent to us that the Committee on Veterans’ Affairs shared the fore- 
going views as recently 2s December 1950, when the committee favorably re- 
ported out H. R. 9911 (8ist Cong., 2d sess.), and in January 1951, when it simi- 
larly reported out the substantially identical H. R. 1 (82d Cong., Ist sess.). The 
House of Representatives obviously was also in accord, for it twice passed this 
legislation by overwhelming majorities. Both bills, as originally passed by the 
House, provided for the replacement of the costly and inequitable NSLI program 
by the present $10,000 free servicemen’s indemnity and for the discontinuance 
of further sales of USGLI and NSLI, except in the case of veterans who had been 
rendered commercially uninsurable at standard rates because of service-connected 
dis*bilities. 

H. R. 1, and its predecessor, H. R. 9911, were developed only after long and 
intensive studies and hearings conducted by such bodies as the Hardy Subcom- 
mittee on Government Operations and the Committee on Veterans’ Affairs in 
1950 had conclusively shown that the NSLI program was inequitable, indequate, 
and fentastically costly to the American taxpayers. Our association, which 
participated actively in those studies and hearings, still supports the sound 
principles of H. R. 9911 and H. R. 1 as strongly today as it did back in 1950 and 
1951, and we urge your subcommittee not to recommend or acquiesce in any 
deviation from those principles that would result in the presently proposed ex- 
tension of the USGLI and NSLI programs 

Indeed, far from extending the NSLI program, we should like to take this 
opportunity to suggest that serious consideration be given et this time to cutting 
it still further then at present In this connection, we again call attention to the 
fact thet H. R. 1 (as well es H. R. 9911 before it), 2s originally drawn and pessed 
by the House of Representatives, would (in addition to providing the free $10,000 
indemnity protection for men in active service) have rermitted the further sale 
of NSLI only to veterans who had been rendered commerci#lly uninsurable at 
standerd rates because of service-connected disabilities However, following 
Senate action on the bill it was sent to conference, where it wes modified to 
include a provision sllowing all veterans who hed been covered by the $10,000 
gratuitous servicemen’s indemnity while in service to purchese, within 120 days 
after separation from service, up to $10,000 of NSLI on the 5-vear level-premium 
term rea It wes in this modified form that H. R. 1 wes subsequently enacted 
es Public Lew 23 in April 1951. In the cese of able-bodied veterans of the class 
above mentio! ed just #8 1n tl eC CPs of § ble-bodied veterahs of World W: rs | end 
II, we see no justification for a system of cheap Government insurance which must 
be subsidized by the taxpayers Apropos of this, we think that it is ironical, to 
say the least, that the thousands of life insurance agents in this country and the 
companies which they represent must, by the payment of taxes, help the Gov- 
ernment not only to comrete with us in our own business but also to hold a 
competitive advantage which it would not otherwise have. 

In closing this portion of our statement, therefore, we recommend not only the 
rejection of those bills which would reoren the sale of USGLI and NSLI to able- 
bodied veterans of World Wars I and II but also the elimination of section 621 
of the National Service Life Insurance Act of 1940, as amended, under which 
able-bodied veterans who were entitled to the protection of the servicemen’s 
indemnity while in service are now permitted to buy NSLI on the 5-vear level- 
premium term plan. Summarizing our reasons for this recommendation, they 
are (1) that there is no moral obligation on the part of the Government to provide, 
nor any moral entitlement of such veterans to receive, this special treatment, 
which is largelv at the exrense of the taxpayers; and (2) that there is no justifica- 
tion for the Government to comrete, particularly with the taxpaver-financed 
advantage that it holds, in a field of business that is already adequately and 
fairly served by a taxpaving private industry. 





II. Proposal to eliminate offset of USGLI and NSLI against servicemen’s indemnity 

H. R. 3198, which would amend the Servicemen’s Indemnitv Act of 1951 so as 
to permit the beneficiaries of deceased servicemen to collect the proceeds of any 
USGLI or NSLI held by such decedents, in addition to the gratuitous servicemen’s 
indemnity, strikes us as being a particularly unwarranted piece of legislation, in 





‘ 
7 


ns ate woe 


ret 


: 





BILLS SEEKING TO AMEND THE INSURANCE LAWS 1181 . 


view of the well-known fact that NSLI itself is largely a gratuitous program, 
For example, the costs of excess morte®lity attributable to the extra hazards of 
militery end navel service are not borne by the NSLI fund but are paid for by 
the Government out of general revenue. Durine World War IT. almost 90 rercent 
of the deaths among our servicemen were found to be attributeble to these extra 


hazards of military and naval service In short, under the NSLI program the 
taxpayers pay substantielly the seme costs for wer mortality thet thev are paying 
under the servicemen’s indemnity progrem. Therefore, to eliminate the require- 
ment that death benefits avable under rolicies of USGLI or NSLI must be offset 
against the $10,000 servicemen’s indemnity would obviously mean that the tas 


pavers would be paving 2a double er: tuity to the benefieiaries of deceesed service- 
men in avast number of cases. For this recson alone, we recommend the rejection 
of this tvpe of proxy ésal 
Ill Proposals fo waive premiuns on | SGLI and NSLI 

We believe that a final few wercs will suffice to set forth our objections to the 
various pending propos*ls which would provide for the waiver of premiums on 
policies of l SGLI and NSLI efter the insured thereunder | ed reached a spe cified 
age and had paid premiums thereon for a certain number of vears. Obviously, if 
the Government is not going to receive anv consideration, by wav of appropriately 
larger Dremiums from such insureds during the premium-paving veers, for the 


grenting of the contemr lated waiver, the substantial edded cost enteiled therein 


will, in the final analvsis, have to be peid out of general revenue. Therefore, it 
seems clear that enactment of anv of these proposels would simply mean the 
addition of still another gratuitous element—gretuitous, that is, excert to the 
taxpaver—to the USGLI and NSLI programs. Moreover, of course, it would, 
at the taxpayers’ expense, give to the Government a further unfeir comr etitive 
advantage over the private insurance industry For these reasons, we believe 
that the above-mentioned proposals should also be rejected by vour subeom- 
mittee 

Mr. Grayson. Mr. Chairman, if the committee has any questions 
as I go along, I would be only too happy to have them interrupt me, 
because it will not disconcert me one bit. 

The life underwriters of the country have repeatedly voiced objec- 
tions to any bills whatsoever that would tend to increase or expand 
the availability of Government insurance, and we have what we 
consider very valid reasons for taking this stand. 

There are essentially five reasons, that I will enumerate. 

The first of them is that certain of these bills are actuarially unsound. 

Now, in this group of bills that we have under consideration now 
are certain bills that have to do with waiving the premiums on the 
insurance at certain ages. Well, history has shown that when a com- 
pany goes into the waiving of premiums at ages above 60, and par- 
ticularly where there is no consideration given to the health at that 
time, it produces a tremendously excessive cost. And the cost is 
indeterminate. Now, to introduce a bill that will provide certain 
benefits where it is impossible to determine the cost is not what we 
would consider sound legislation, and it would seem to me that before 
you gentlemen can give any serious consideration to such a bill, it 
would be necessary to have a very thorough actuarial calculation of it. 
And so far as I know, none has ever been made. It is a most difficult 
calculation, because none has been contemplated by any of the 
insurance companies. 

The original United States Government insurance policy does 
provide for waiving the premiums on persons who have become totally 
disabled, with no limitation whatsoever as to the age at which that 
may occur. 

Now, presumably, the Veterans’ Administration might determine 
whenever a man gets to be around in his seventies that he is totally 
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and permanently disabled, but so far as I know, that is the only policy 
that I have ever seen in twenty-odd years that has no limitation of 
age as to the time that the waiver of premium becomes available. 

And I think that the committee will find that any provision for 
waiving premiums, particularly if they are independent of physical 
condition, at advanced ages, will be a tremendously costly proposition, 
and would be nothing at all but a hidden gratuity. It would become 
practically 100 percent gratuity from that point on. 

Mr. Proury. Did I understand you to say that your group had 
made no study to determine the actuarial soundness of such policies? 

Mir. Grayson. That is correct, sir, as to this particular bill. Any 
bill which provides that premiums on all policies will be waived as of a 
certain age—it is very obvious that if all the premiums are going to be 
waived on all those policies, from that point on, it is 100 percent a 
gratuity. But with the various bills, I don’t think it would be possible 


to get any very exact actuarial determinations anyway. But [ am 
confident that none has been made. 
Our second objection is that we consider this class legislation. It 


is legislation that is directed obviously to a certain segment of our 
population, to the detriment, vou might say, of others that were not 
eligible. If it were the only thing that were given to that particular 
group, there might be some justification for it, but we see no reason 
whatsoever for legislation that will provide special benefits to any one 
group 

Now, we recognize, of course, that the Government has a very dis- 
tinet liability to individuals who go into war service and particularly 
to those who are injured in war service. We think that the Govern- 
ment has provided very well for that group. If this insurance were 
the only means of compensating the families of those who are injured 
or killed in war, there would be justification for increasing the amount 
of insurance, or making it more generally available. 

The matter of the amount of insurance to be issued has been under 
consideration at various times. It first, of course, came under con- 
sideration in World War I, when Woodrow Wilson personally estab- 
lished the amount as $10,000. 

Now, there were various amounts under consideration at that time. 
The Government had had no experience whatever in the insurance 
business, and no other Government ever had. 

There were various amounts suggested, all the way from $5,000 to 
$25,000; and the $10,000 figure was somewhat of a compromise. It 
was established by Wilson personally. 

Since that time, there have been a number of attempts made 
periodically to increase it, up to $10,600 or $25,000. And the Veterans’ 
\dministration and the insurance fraternity and the Congress have 
all consistently rejected any such ideas. They have felt that the 
$10,000 limitation was enough. And, of course, we concur in that. 

There again, as I say, if that were the only thing that were available 
to the dependents of military personnel, there might be some justi- 
fication for increasing it. But let us consider for a moment what the 
familv of a deceased soldier gets today. 

If a man today dies on active duty, leaving a widow with 2 minor 
children, they receive in gratuities from a benevolent Government 
approximately $380 monthly for at least the first 10 years, and lesser 
amounts thereafter, for life Now 
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Mr. Bonin. That is assuming, however, sir, that she does not 
remarry. 

Mr. Grayson. Until remarriage. Correct, sir 

That is the equivalent actuarially of about $40,000 or more, which 
is no stipend. 

That consists of about four different items: First of all, there is a 
compensation which the widow herself gets of $75 monthly for life, 
or until remarriage. 

Secondly, the 2 children together get $60 monthly, which is pay- 
able until they become 18, and if they are at college it is payable 
until they are 21. 

On top of that, there is the gratuitous indemnity, which was author- 
ized by Public Law No. 23, of the 82d Congress as a replacement 
of NSLI, and that is $92.90 a month for 10 years. It is $10,000 plus 
interest. Then on top of that, the last Congress, on its last day of 
session, and without any public hearings whatsoever, amended the 
Social Security Act to provide $128 monthly until the next to the 
youngest child is 18. Then it drons down to $96 monthly until the 
youngest child is 18. Then it picks up again at the rate of $48 
monthly for the widow when she becomes 65, for life, or until remar- 
riage. On top of all that, of course, the family gets 6 months’ pay. 

So that is the equivalent of over $40,000. And it is our contention 
that with that tremendous income coming in—and in many cases 
that is in excess of what the man himself earned on active duty 
there is no need for increasing that amount. 

The third objection is the fact that whenever the Government 
operates an insurance program it has been found to be tremendously 
and excessively costly. That is one of the reasons | requested infor- 
mation as to the Hardy subcommittee. 

The Hardy subcommittee took 2 years in investigating the cost of 
the Government insurance. And after getting all the facts and 
figures, it came to the unanimous conclusion that the Government 
could have given the insurance to every man on active duty and paid 
the $10,000 benefit for less cost to the Government than operating 
the msurance program. 

Now, that sounds rather farfetched, but | will explain very briefly 
why that is. 

[ understand you are all familiar with that. I won’t go into that 
phase of it, then. But it has been such a costly thing that we don’t 
believe that there is any need for further increasing the governmental 
expenses. 

Mr. Bonin. Mr. Grayson, do I understand, then, from the tone 
of your conversation, that you are opposed to all forms of Goverament 
insurance for veterans? 

Mr. Grayson. That is correct, sir. We are opposed to any ex- 
tension whatsoever of the Government insurance to veterans. 

Mr. Dunaway. I think that should be qualified to the extent of 
saying that we are obvious!y not opposed to the Government providing 
insurance for those veterans who incur service-connected disabilities 

Mr. Bontn. And by service-connected disability, you meaa 

Mr. Dunaway. One that would render them commercially un- 
insurable once they get out. 

Mr. Bonin. And you would restrict it completely to a service 
connected disability while engaged in actual combat? 
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Mr. Dunaway. No, not while just engaged in actual combat. 
No, sir. 

Mr. Bonin. At any time during his military service? 

Mr. Dunaway. A disability incurred at any time during his mili- 
tary service and as a result of his military service, ves, sir 

\M[r. Bonin. And do you limit it to total disability? 

Mr. Dunaway. No, sir, just such disabilitv as would render him 
commercially uninsurable at standard rates for ordinary risks. And 
that certainly need not be anywhere near total disability. 

Mr. Grayson. We are perfectly agreeable to having anvbody who 
becomes a poor insurance risk by reason of military service have Gov- 
ernment insurence after his separation from active duty. We think 
that is only a reasonable obligation of the Government. But so long 
as he emerges from the military duty without any physical or mental 
impairment, we see no rezson why the Government should thereafter 
supply him with imsurance 

Mr. Bonin. Is it not a fact, sir, that in almost every instance of in- 
surance, the applicant for insurance must take the type of poliey pre- 
sented by the private corporations whether he likes it or not? He has 
nothing to sav about the policy, does he? 

Mr. Grayson. | don’t understand what vou mean. 

Mr. Bontn. I mean if | make an application for a policy of insur- 
ance, | have nothing to say about the terms of the policy. [have to 
accept everything that the company provides for in that insurance. 
Is that not correct? 

Mr. Grayson. Well, there is essentially no difference in the cover- 
age you would get from a commercial company and what you would 
get from the Government 

Mr. Bonty. Technically, it is a one-sided contract, though, is it 
not? 

Mr. Grayson. No, I don’t agree with you, sir. Because every 
company has a large variety of policies, a much wider variety of policies 
than the Government does. The Government has only about six of 
them. And the commercial dompanies will have 20 or 30 different 
policies. And what one company doesn’t have, another does, so*that 
as a civilian you can get almost any type of insurance you want. 

Mr. Bonin. Well, that is the type of insurance where the big letters 
state what you receive and the little letters tell what is taken away 
from you. 

Mr. Grayson. | can’t agree with you on that, sir. Every insur- 
ance policy written has to be approved by the commissioners of 
insurance of every one of the 48 States. 

Mr. Bonty. I am familiar with that, too. 

Mr. Grayson. I can’t conceive of any conditions in any of the 
commercial policies that would be at all objectionable. 

\Mr. Bonin. Well, that is looking at it from the insurance company’s 
viewpoint. 

Mr. Grayson. I am not an insurance executive. I am an agent. 
I sell the insurance. 

Mr. Bonin. Thatiscorrect. Butif 1 go to buy a policy of insurance 
from any company, regardless of what company it is, if 1 do not like 
the phrasing in one particular paragraph in there, I cannot change 
it, can I? 

Mr. Grayson. You can’t in the Government, either. 
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Mr. Bontn. Your priricipal objection to the Government insurance, 
actually, is that it is a little more liberal; is that not right? 

Mr. Grayson. No, sir, it is not any more liberal. It is not one 
bit more liberal than the commercial policies, not a bit. 

Mr. Bontn. You may continue. 

Mr. Grayson. Our next objection is that we consider this an 
entirely unjustified invasion of private bisuness; that this adminis- 
tration has gone on record as approving that the Government should 
keep out as far as practicable of private business and let private 
business take care of itself. 

We don’t see any reason why the Government should enter into the 
business. It came in in the first place because of the fact that there 
was a war on and people at that time could not get private insurance. 
In case of a war it might be again necessary. We don’t know. But 
where a veteran has the access to four or five hundred commercial 
companies, We see no reason at all for any invasion of that field by the 
Government. 

And last of all, it seems to us that it is nothing at all but a hidden 
system of subterfuge and bonus. 

Now, insofar as the Government insurance is being handled at a 
tremendous loss, and insofar as it is acturially entirely unsound 
by present standards and a great many of the costs are being defrayed 
by the Government, all it amounts to is a further gift to the individual 
by the Government. , 

Now, if the Government feels that it was some obligation to this 
particular group, which we do not agree with at all, but if the Govern- 
ment so feels, we think it should issue a bonus or something of that 
order; at least hold it up where the public can see what it is and not 
have it hidden in something where it is impossible to tell what it is 
going to coxt. 

As I say, it took the Hardy subcommittee 2 years to find out what 
the NSLI Government insurance actually cost, and then it is off 
probably by several hundred million dollars. Because the costs of 
that are so dissipated among the various departments of the Govern- 
ment, the VA, the military, and others, that it is impossible to deter- 
mine the cost. So the Budget Bureau could never tell how much 
this program was costing the Government. 

We feel, as I say, that if the Government wants to give these 
veterans any form of bonus, let it be in a cash bonus, and let’s be 
honest about it and say: “Here it is, and this is the amount,”’ and 
let’s not offer it as any kind of a hidden subsidy or subterfuge. 

Mr. Provury. I might say, Mr. Grayson, that a committee print, 
55, has been published, under the authorization of this committee, and 
all of the costs of the various types of insurance are contained in that 
print. I might say that under the signature of the chairman of this 
subcommittee and—under the signature of Mr. Adair chairman of the 
subcommittee on Administration and Finance in the Veterans’ Ad- 
ministration, we wrote a great many of the life-insurance companies 
in the United States asking for their comments or recommendations 
concerning Government life insurance. And with 1 or 2 exceptions, 
most of them said they knew very little about it and therefore were 
unable to comment. 

Mr. Grayson. Well, sir, you can understand the insurance com- 
panies, as such, are very, very loath to inject themselves into any form 
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of political discussion. And regardless of how they might individu- 
ally feel about it, we have found from experience—and, as I say, I 
have been in the insurance business for over 20 years, and | have 
found them very, very loath to make any commitments at all of a 
political nature. 

That is all I have to add, except for one thing, that whenever you 
have a bill of this nature, it becomes a very easy thing from time to 
time to add what I call jokers to the legislation, that prove tremen- 
dously costly, but which on the face of them are rather innocuous. 
I will give you just one little instance of what I mean, and I think 
you will see the pont of it. ‘ 

When these dividends were first authorized, 2 or 3 years ago, on 
Government insurance, they provir led essentially that approximately 
50 percent of the tota! premium paid so far on term insurance was 
being returned to the policevholders for the entire period they had had 
the insurance 

Now, there are laws on the statutes enacted back in 1941 that pro- 
vided that all evacuation cadets were to be issued $10,000 of NSLI, 
the premiums on which were to be paid by the Government. So 
during the entire period of training they didn’t pay for their insurance. 
Yet, when the dividends were declared, the dividends were given back 
not to the Government which had paid the premiums but back to the 
insured i page So they got another gratuity of two or three 
naan dred dollars, each one of them did not having paid a thing. He 
had the insurance for nothing, and on top of that, he got a gift of two 
or three hundred dollars. 

Mr. Bontn. I want to ask Mr. Grayson a question. 
Are you expressing your personal opinion now? Or are you ex- 


pressing the opinions of the chartered life underwriters? 
Mir. Grayson. Not the chartered life underwriters, sir. I happen 
to be one. | am expressing the opinions of the National Association 


of Life Underwriters. 

I might add that our semiannual convention in Chicago a few weeks 
ago, as chairman of this committee, | made a report to the national 
council, which is the voting body of the org vanization, and then made 
the seme report to our national board of trustees, voicing very much 
the same objections which I have presented to this subcommittee, 
and that report was further published in our national magazine, which 
goes to every member of our organization. 

So I am voicing the considered point of view of our national 
organization. 

Mr. Dunaway. Excuse me. Mr. Chairman, there is one particular 
bill Mr. Grayson didn’t touch on, H. R. 3428, which I think we should 
say a little something about. That is the bill that would eliminate 
the requirement that the proceeds of United States Government life 
insurance or national service life insurance should be offset against 
the $10,000 gratuitous indemnity at the death of a serviceman. 

Briefly, we think that that bill is objectionable, because it would, 
in effect, be requiring the Government, or the taxpayers, to pay to 
the surviving beneficiaries of the deceased serviceman a double 
gratuity. 

Now, obviously, the $10,000 servicemen’s indemnity is an out-and- 
out gratuity. We all recognize that fact. And I suspect that you 
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gentlemen are familiar with the fact that national service life insurance 
at least under wartime conditions, is also largely gratuitous. 

You may recall that during the war years, in World War II, most 
of the deaths that occurred in service were ultimately determined by 
the Administrator of Service Affairs to be due to the excess hazards 
of military and naval service. I think that almost 90 percent of the 
deaths were determined to have occurred from those excess hazards. 

As a result, the death claims that were paid to the surviving benefi- 
ciaries of those men were not paid for out of the NSLI fund itself, but 
were paid for directly out of the general revenues. 

Therefore, to repeat, those payments were in effect gratuities to the 
servicemen’s beneficiaries, which, to summarize, mean, that if you were 
to enact a bill like H. R. 3198, you would have the taxpayer paying 
not 1 but 2 gratuities of $10,000 in the vast majority of cases. 

Thank you, sir. 

Mr. Proury. Thank you, Mr. Dunaway and Mr. Grayson. 

We appreciate your testimony very much. 

Mr. Grayson. Thank you for your courtesy, sir. 

Mr. Dunaway. Thank you. 

Mr. Prouty. I have just been handed a letter from the Honorable 
W. I. Norrell, the Member from Arkansas, who introduced H. R. 2126. 
Mr. Norrell? 


STATEMENT OF HON. W. F. NORRELL, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF ARKANSAS 


Mr. Norreuii. Mr. Chairman, if I may, | will consume about 2 
minutes and then vield the rest of my time to my witness here. 

Mr. Prouty. I assume you would like to have this made a part of 
the record? 

Without objection it will be so ordered. 

(The statement referred to follows: ) 


Hovust& or REPRESENTATIVES, 
Washington, me Oey: lay 19, 1958. 
te H. R. 2126. 
Hon. Winston L. Provry, 
Chairman, Insurance Subcommittee, 
House Committee on Veterans 1 ffairs, 
Washington, D.C. 

Dear Mr. Prouty: | appreciate the opportunity soon to be afforded of ap- 
pearing personally before your subcommittee in behalf of the abo e-mentioned 
bill. To save the time of the committee at the hearing, I now re -pectfully call 
vour attention to the enclosed statement of Hon. Melbourne M. Martin, who 
will also be heard. 


Mrs. Lottie Holmes Banks, of Fordyce, Ark., is beneficiary under the will 
of Horace W. Holmes, Jr., deceased, and has rejected my suggestion that a private 
bill be introduced for her relief, desiring to remain, with tl relatively few other 
subject to the gereral law. Her nephew, Horace W. Holmes Jr., was drafted 
into the Army during World War II, and was urged to take out natioval service 
life insurance He took the insurance, designating his mother as beneficiar 
his father being dead. He paid the premiums, went overseas and was killed i 
action. His mother preceded him in death by a short time, so that there were 
no survivors within the statutory limitations. In the meantime he had made a 
will designating Mrs. Banks, his: blood aunt, as his beneficiary thereunder. 

Congress recognized the w fairness of the law governing bereficiaries of NSLI, 
and in 1946 amended the NSLI Act to include avy legal entity, including the 
estate of the insured, but only as to policies maturing after August 1, 1946 
| recognize that, in manv instance n writing bills it is necessarv arbitra 
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to fixa date. However, I do not think that in the case of life insurance, where all 
existing circumstances are similar, whether the insured is dead or alive, there 
should be any arbitrary date fixed. All should be treated alike. 

We ask no special treatment in the request for the report of this bill, and if 
all other cases throughout the Nation cannot be treated on the same basis, we ask 
nothing whatsoever. 

Since rely vours, 


W. F. Norreui 


STATEMENT OF Mrs. Lorrig Hotmsés Banks Or Forpyck, ARK 
Melbourne M. Martin, amicus et commentarius, Little Rock, Ark. 


Mrs. Banks wishes to express to the subcommittee, her gratification, and 
especially her gratitude in being permitted to present her views and her convictions 
pertaining to H R. 2126 of the 83d Concress, Ist session; as it is now being 
considered by the eminent subcommittee of the Veterans’ Affairs Committee of 
the House of Representatives. 

While it is true that there is no escapement from the fact, nor does she wish it to 
appear otherwise, Mrs. Banks is the sole beneficiary of a certain national service 
life insurance policy, issued to her nephew, Horace William Holmes, Jr., who died 
while serving in the Armed Forces of his country, as the result of German artillery 
fire, at Gereausweiler, Germany, on December 30, 1944. 

He was born the son of Mrs. Banks’ brother, Horace Holmes, Sr. At the time 
of young Holmes’ enlistment in the service, he was living with his mother, having 
lost his father in 1942, in a home provided by Mrs. Banks, the maintenance and 
upkeep of which she also assumed. Young Holmes lost his mother (Elizabeth 
Anderson Holmes) on June 27, 1943 

In the course of events, Mrs. Banks had provided and paid all the necessary 
expenses of voung Holmes, the deceased, at the University of Arkansas and at the 
Wharton School of Finance, Universiiy of Pennsy:vania, as well as (he required 
travel, clothing, and other necessary expenses involved. 

After the death of Horace Holines, Jr., in 1944, based, we can be sure, upon the 
love and affection of an appreciative nephew, and more particularly with the know]l- 
edge, that having neither father nor mother, and in grateful acknowledgment to 
his kind and loving aunt, Mrs. Banks, with no other close kin, young Holmes, did 
the only natural thing, and by his will designated his blood aunt, Mrs. Lottie 
Holmes Banks, as his sole beneficiary of his estate, which consisted of the benefits 
of his insurance policy. The will of young Holmes was aptly and in due course 
probated in Dallas County, Ark 

But having done all within his power to bestow the fruits of his Government 
insurance policy upon his deserving Aunt Lottie Holmes Banks, little did he dream, 
that the country for which he gave his life would reward his sacrifice on the field 
of battle with a denial of his wishes, to give to her, the fruits of the insurance 
contract for which he had fully paid and which was fully in force at the time of 
his death 

In our opening premise, we have told this honorable body, that Mrs. Banks 
makes her statement under the confession that as an interested party to a claim 
on an insurance policy. The statement left alone, would ascribe to her a motive 
purely selfish, if her true and unselfish reasons should not be developed herein 
from all the circumstances and facts enveloping the whole of her motives. We 
sincerely and genuinely represent to the committee and to the Congress, that it 
is her desire to contribute within her capabilities, the righting of a wrong done to 
her nephew, Horace Holmes, Jr., and to all other soldiers and gallant young men 
who paid the supreme sacrifice in line of duty and patriotism on the battlefield of 
World War II 

It is our belief, based upon knowledge emanating from reliable sources, that 
should the Government pay all accrued claims similarly arising upon the few 
policies that might be concerned, the cost to the Government would not exceed 
1 to 3 million dollars in liability on the aggregage whole thereof. 

It oceurs however, that the comparative small cost to the Government is 
beside the point. It must be admitted by all, that in the Holmes, Jr. case, and 
doubtless in the aggregate few others similarly situated, that the dead soldiers 
concerned, in all good faith, bought and paid for,'to the United States of America, 
certain insurance policies, While serving in its battlelines hese soldiers had 
infinite faith in the Government thev were fighting for, and believed that should 
thev lose their lives in battle, a just and considerate Government would bestow 
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on their loved ones, as they designated, the fruits of their policies for which they 
sacrificially paid out of their battleline money. 

No one will contend that these insurance policies were other than solemn 
obligations of a just Government, and no one will contend that these dead soldiers 
ever ‘dreamed that their country would repudiate the contracts, that these self- 
same dead soldiers, sacrificially bought and paid for to a just Government 

H. R. 2126 seeks to right the wrong so manifest in the Insurance Act of 1946 
Let us temporize for the moment and by indulgence of the subcommittee present 
the law as it now exists. The law until 1946, did not permit a deserving aunt, 
regardless of her benefactions to a nephew (which he fullv reeognized) to become 
a beneficiary designated in the policy to receive its benefits. Young Holmes and 
doubtless the remainder of his comrades in arms, never learned of the restriction 
imposed by law, otherwise, it would have been foolish for them to pay premiums 
to the Government on policies of insurance, that bought for them absolutely no 
benefits at all. Certainly under such policies there was no contract, vet the 
Government took their money and the consideration failed, vet the Government 
has retained the premiums and says it has no obligation to the dead soldiers’ 
beneficiaries. We cannot understand the justification for such reasoning nor for 
such a conclusion by the Government 

How can we reconcile the fact that the Insurance Act of 1946 was passed to the 
exclusion of the accrued death claims of the few soldiers preceding the birth of 
the said 1946 act? 

We know Congress wants to do the right thing by its soldiers We also know 
that since Congress did the right thing for the soldiers by passing the liberalized 
law of 1946, it surely has no desire to lapse its memory of the dead soldiers prior 
thereto. In formulating the 1946 act, it is our conviction that the Congress 
inadvertently overlooked the gross injustice it inflicted upon voung Holmes, Jr., 
and his dead buddies similarly situated. The Congress has its opportunity now 
to right a grave and manifest injustice. Of course, we realize the Congress is a 
large legislative body, and is dependent upon the work of its committees. We 
also realize the courts must apply the mandates of the Congress, and the courts 
in the plain language of the statutes cannot do other than as directed, regardless 


of the fact, their consciences surely dictate otherwise. ‘The act of 1940, narrowly 
limits the permitted class of beneficiaries, but the 1946 act becomes justly quite 
liberal, and invariably provides, ‘The provisions of this subsection shall not be 


applicable to insurance maturing on or after the date of enactment of the Insurance 
Act of 1946 (August 1, 1946).”’ In all frankness we ask vour committee, does 
this appeal to vour sense of justice in the light of the facts given you in the case 
of young Holmes, and his dead budcies similarly situated? We note by the 1946 
act that even an illegitimate child and a stepchild are permitted beneficiaries 
We are sure the committee will agree with us when we point out that most of the 
laws of descent and distribution preclude their inheritance but recognizes a blood 
aunt 

We have said this much in the name of simple justice, we have dwelt thus upon 
the law and the facts in our statement. Perhaps had the law and the facts of our 
case been presented to a prior Congress antedating the passage of the 1946 act, 
it would have been better to have done so, feeling the grave injustice done by the 
1946 act would not have been written in the act and we could have assisted 
Congress in averting the injustice as it now rests. 

The facts of each case are bound to stand isolated, but considered in the light 
of all the others going before the passage of the 1946 act, and, in the great labor 
incident to the mass of veterans legislation flowing in upon this committee, the 
1946 act may well be excused, if in endeavoring, in the limited time allotted to each 
bill, to extract the kernels of fact hid away in ponderous records. ‘The committee 
sometimes overlooks a material fact, or misunderstands the true character of the 
facts as applied to a proposed law. Those of us who are familiar with all the facts 
may well be acquitted of the charge of forwardness if they point out wherein 
the injustice lies. 

The Amicus, who is the author of this statement is an attorney practising at 
Little Rock, Ark. He is in no manner related to Mrs. Banks, and he has no 
monetary interest in the cause: he serves in a true sense of the term, just as a 
friend of Mrs. Banks and of this legislative body. He serves without fee and 
Without hope of reward, and solely in the interests of simple justice. Your 
Amicus proudly states to the committee that he is a charter member of the M. M 
Eberts Post No. 1 of the American Legion, his military service dating back to the 
infantry days of 1917-19. The proposed amendment to the Insurance Act of 1946, 
has found sanction by resolutions of the American Legion at the last three con- 
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ventions as | am informed, as well as the approval of the remaining service 
organizations composing a very large part of our American citizenship. We 
respectfully request your approval of H. R. 2126. 

Mr. Norreti. The question here, Mr. Chairman, is this: I have 
a constituent in my district who had a relative that went to World 
War Il. When he went, he took out the insurance that the Govern- 


ment was at that time providing for the soldier. He paid his pre- 
miums. He designated his beneficiary. He went to Europe and later 


was killed in action 

The beneficiary that he designated in the State before he went to 
Europe died previous to his death. So when the matter of insurance 
came to be collected, they discovered that was no one that could get 
the insurance, because they were not within, at that time, the per- 
mitted degree of kinship that was required under the law at that time 
to collect the insurance. 

That was back in 1944. 

In 1946, this Congress, on the recommendation of this committee, 
changed the law to extend the insurance to additional degrees of 
kinship, or the estate of the deceased person, the deceased veteran 
But vou made a dividing line there that on and after a certain date 
in 1946, people who were <illed in action then could collect, even in 
the name of their estates, if there was someone under the laws of that 
State who could inherit the property. But you did not permit the 
law to be retroactive. You said to the soldiers that got killed from 
then on, or who died, “We will take care of your insurance, even to 
the payment to the estate.’”’ But vou did not permit that insurance 
to be retroactive. 

So my constituent happens to be one of the victims, if we are to 
designate them as such, whose relative was killed in action prior to 
the time the insurance law was amended, and therefore they are still 
out 

Now, my constituent is not asking for any special treatment. My 
bill provides that all cases like hers, shall receive the insurance. In 
other words, you will not have an arbitrary date line in 1946, but you 
simply blanket all of them in under similar circumstances, and say it 
makes no difference whether you were killed in action prior to 1946 
or subsequent to that date, your estate, if you have someone who can 
inherit, will receive it. 

Mr. Provury. May I interrupt vou there, Mr. Norrell? 

Have vou any idea of the number of similar cases which might be 
involved? 

\[r. Norrecey. | have inquired, and I understand it is rather limited. 
And then | understand further that this insurance actually can come 
out of the reserve that has been built up in this insurance fund. 

Now, it may be questioned as to whether the veterans who have 
insurance now would obiect to that I can not eonceive of any 
veteran of the war objecting to his dead comrade receiving the kind 
of treatment he received, and it does not necessarily mean it will cost 
the Federal Government anything. 

However, it naturally would, if it did not come out of the reserve, 


but there is where it ought to come from 
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Now, if you have no questions of me, | would like to yield to Mr. 
Melbourne M. Martin, who is a friend of the family of my constituent. 
He is here not in his capacity as a lawyer or lobbyist, but he is here as 
a friend of the family at his own expense. And he would like now to 
be heard. 

Mr. Proury. We would be very glad to hear Mr. Martin. 


STATEMENT OF MELBOURNE M. MARTIN, ATTORNEY, LITTLE 
ROCK, ARK. 


Mr. Martin. Thank vou. I feel that this is a most ceremonious 
occasion, and | feel that vou are more than indulgent to permit those 
witnesses who might appear before you to assume the informal role of 
characteristic action. 

I appear as amicus et commentarius on the behalf of Mrs. Lottie 
Holmes Banks. 

I consider it a privilege, indeed, and good compensation for having 
traveled the 1,300 miles, and for, incidentally, the delay of a week, 
where I was called upon to appear before the committee, if you please, 
because the telegram said we would be heard. That is not offered in 
any sense of the word as critical, [ assure you. 

Mr. Prouty. May I say to the gentleman, in that connection, 
that the meeting when we intended to hear vou was called rather 
early, and at the start we did not think a quorum was going to be 
present. And so the chairman thought perhaps it was better to notify 
all of the witnesses in advance. 

Mr. Martin. Thank you, Mr. Prouty. 

Mr. Proury. We are very sorry for the delay. 

Mr. Martin. I assure you I have enjoyed the week in Washington. 
And more particularly, while I am a Methodist and Brother Norrell 
is a Baptist, I shall indulge mvself to the Preakness tomorrow. 

Mr. Provury. Wish I could join vou. 

Mr. Martin. Gentlemen, I am a veteran of World War I. I serve 
with portfolio to the extent that I am greatly interested in seeing 
justice done to veterans of all wars. I am more particularly inter- 
ested in seeing a just Government respond to a very solemn obliga- 
tion, which, to me, is the paramount issue before you. That obliga- 
tion is this: 

Mrs. Lottie Holmes Banks is now the widow of a man of consider- 
able means. She is not interested primarily in the payment of this 
insurance predicated upon that solemn contract, but she has boys 
that served, and the a ‘nt soldier was killed by German artillery 
fire at Gereausweiler, Germany. 

The background of his case is this: He enlisted. Meanwhile, if | 
might suggest, Mrs. Lottie Holmes Banks took on the responsibility 
of educating this soldier. She not only took on the responsibility of 
educating him, but she provided the home and the sueculency that 
it took to maintain the home for her brother, who was a very sick 
man, for his widow after his death in 1942. And young Holmes hav- 
ing gone into the service, characteristic of all soldiers, they have very 
little time for anything more than to study the missions before them. 
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When he was told insurance was available, he signed, as all soldiers 
did, and was the recipient of a solemn contract of insurance between 
the Government and himself. 

In 1942, as suggested, his father died, and that left his mother. 
He designated that mother as his beneficiary in that policy; circum- 
scribed Ds the limitations of the permitted class. 

Now, those of us who were in the First World War recall that the 
bisttagons prescribed had their origin in the original United States 
Government life insurance, of which I am the proud possessor of a 
fully paid policy. 

Then, on down the line, there was an amendment so as to include 
World War II soldiers, and in the course of events, with the termination 
of that war, Congress, through inadvertencies—lI feel free to use the 
word—set up an arbitrary date line, if you ples ase, saying to the dead 
soldiers, who could not speak for themselves, ““We feel that this insur- 
ance should be enlarged in its applic ation to the extent that those of 
you who are yet still alive shall have the privilege henceforth to desig- 
nate and name an unlimited field of beneficiaries, in effect, even to 
include a stepchild and an illegitimate child.”’ 

Now, I am holding no brief for the purpose of assuming to criticize. 
I think that Congress, as most of the courts are inclined to do, when 
interpreting insurance policies, should construe the policy most liber- 
ally in favor of the insured and against the writer of that policy. 

In the present case, Mrs. Banks does not want one dime of the 
proceeds or benefits of ‘this insurance policy unless it can be extended 
to the entire category of dead soldiers. She doesn’t need this money. 

ut she feels that this Government has written a contract and has 

told her, after the death of a nephew, for whom she proved to be quite 

benefactress—she sent him through the Wharton School of Finance 
and the University of Arkansas, and the only thing that he could do 
for that aunt, that blood aunt, if you please, was to leave her a contract 
of insurance for which he had paid the premiums. 

Now, | ask the committee in all fairness: How could one conceive 
that it would be just to say to him, ‘Your claim accrued before we 
tampered with the Insurance Act, but for those of you who survived 
the battle line, we are going at this time to extend it and just open the 
gates wide open in the future.” 

Mark you and mind you, if you please, that his beneficiary is not 
asking another similarly situated for a gratuity. He has paid for that. 
And if the Government does not pay off on that insurance, the Govern- 
ment stands in the attitude of extracting from his pay on the battle 
line, premiums, and even refusing to pay anything by way of restoration 
of the premiums. : 

Of course, in his case, and others similarly situated, it would be a 
poor time to compromise with principle and say, ‘“‘We will return the 
premiums” at this stage of the game. 

Insofar as the reserves are concerned, based upon that solemn 
contract, the Government set out in the beginning to assume certain 
administrative costs. It has done so, and has done so magnificently. 

It is very easy to tamper with the law and destroy that law. The 
courts would construe this, if this were a commerical company, as 
decreeing Mrs. Banks in loco parentis. 

She is not in loco parentis, because he didn’t acutally live in her 
home. The hands of the courts are tied insofar as reaping any 
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benefits from this solemn contract of insurance, and the courts can 
only ply the cold, hard letter of the law in its interpretation and 
application to insurance which has been paid for. 

As far as reserves go, | want to admit to this committee that there 
has been an adverse report, probably, from the Veterans’ Adminis- 
tration, because the Veterans’ Administration takes the position, no 
doubt, that there must be an arbitrary line, that there must be a 
beginning and an end as far as the effectiveness or the effective dates 
of insurance are concerned. But the Veterans’ Administration over- 
looks the fact that it stands there with its insurance premiums in its 
coffers. 

Now insofar as the reserves actually meeting the cost of this in- 
surance, | want to confess in a spirit of fairness that probably two- 
thirds of that cost is covered by the premium. 

There is a deficiency of one-third, but the maximum of such cases 
in terms of dollars—as I stated in the commentarius that I filed with 
the committee and every member of the committee that they might 
see it, and I have given the entire history of the case, in order that 
the committee might have something to refresh its memory if it 
chose—that one-third has been borne by the Federal Government. 

It is my opinion, based upon the best information and statistics 
that I have been able to acquire, that at tops it would be 3 million, 
in which event the cost of the Government would be a million. It 
has been suggested it is most likely a million. And that covers all 
veterans. 

Now, if it were a million, the cost to the Government would be the 
significant, or should | say insignificant sum of $333,000. 

I do not wish to take too much of the time of this committee. I 
have prepared a written statement which I think states Mrs. Banks’ 
case, and | think that by extension of the facts underlying her case 
to other soldiers similarly situated, it is a gesture, if nothing more, 
to establish the beacon light that points the way in the guiding of 
this committee in meting out justice and responding to a solemn 
contract that exists between a dead soldier and the Government for 
which he fought and for which he died. 

I am not an insurance expert. I tell you candidly and frankly 
that I have tried many, many insurance cases. I know the theory, 
fairly well, of insurance. I do not know the statistics underlying the 
entire setup here. IwishthatI did. Idonot. But whether there are 
any statistics which would augur against or for the amendment to 
this bill so as to permit those soldiers to come in at this time and 
prosecute claims which are just, I suggest to the committee that if 
vou take this statement all in all, and apply it to the conscience of 
the Federal Government, I have no doubt about the committee 
recommending the House resolution authored by Mr. Norrell. 

I appreciate very much the liberal time that you have given me, 
and I certainly regard this as a privilege to have appeared before 
you in any event. 

One more statement and I conclude. I assure you that I appear 
as a friend of the dead soldier and as a friend of Mrs. Banks. I 
assure you that I have not nor would I receive professionally one 
5-cent piece for appearing here today. That you may depend upon. 

Mr. Prouty. Thank you, Mr. Martin. 

Have you any questions, Mr. Bonin? 
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Mr. Bonin. Mr. Martin, just as a matter of satisfying my own 
mind; what was the date of death of the mother? 

Mr. Norre wu. She died a little while before he did. 

Mr. Martin. She died in 1943, the latter part of 1943. 

Mr. Bonin. And wher did the insured die? 

Mr. Martin. Horace Holmes, Jr., the insured, died on December 
30, 1944, 1 year afterward. 

Incidentally, may I explain to the committee that he has a blood 
aunt, who would constitute the sole beneficiary of his estate. His 
father died, his sister died, and his mother died. That left Horace 
Holmes, Jr., with the aunt, who was his benefactress in educating 
and maintaining him during his life. That is the story. He has no 
one to whom he could give this. Mrs. Banks is a woman 72 years 
of age at this time. She is an own-blood aunt. 

Mr. Norrextyi. Mr. Chairman, when I was about to introduce this 
bill, I called on the Library of Congress, the Law Section, to get me 
up the law regarding the insurance that the soldiers had during 
World War I and World War II. I have them here. I will not ask 
the committee to be burdened with more than one angle. That is 
that you do have a precedent to do what we are asking that vou do. 

On January 19, 1949, Mr. F. W. Sharp of the Federal Law Section 
of the Library of Congress, among other things, made this written 
statement to me: 

The permitted class of beneficiaries of World War II insurance was originally 
similar to the class of World War I. This class was enlarged to include uncles, 
aunts, nephews, nieces, and even brothers-in-law and sisters-in-law. Further- 
more, the enlargement was made retroactive to the enactment of the original 
insurance act of October 6, 1917 (act of December 24, 1919, 41 Stat. 375, sec. 13). 

So I am asking here nothing more than your existing law, that it 
be made retroactive to cover all similar cases. 

Mr. Martin. Mr. Prouty, may I add this one statement: I have 
a communication from the American Legion. Now, they are suggest- 
ing that House Resolution 2126 they would support with their un- 
qualified support. I have a copy of the letter here. I think it would 
be improper to place a personal communication from the organization 
to me into the record. That is their business, and I wouldn’t assume 
the license, | assure you. But they make the statement, by resolution 
properly adopted. They say: 

The American Legion will support the enactment, provided that on line 9 of 
page 1 of House Resolution 2126 the word ‘‘insured”’ were substituted for the words 
“such beneficiary.”’ 

In talking with the Legion on that proposition, I find, and I think 
probably they are right, Mr. Norrell, that they do not want it to go 
to the descendants of the beneficiary. They want to make it to the 
insured of the deceased soldier, or the assured; and I think that it is 
timely and it is well. 

The balance of the bill has the hearty and full approval of the 
American Legion, and | would suggest that it be amended to conform 
to the wishes of the American Legion in that respect. 


(Notr.—See pertinent comments of the American Legion On p. 1160.) 


Mr. Norre uu. I have no objection to that. 
Mr. Proury. You have a prepared statement that you would like 
to leave with the committee? 





| 
| 
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Mr. Marrtrn. I understand, sir, that this prepared statement that 
I made, and which I furnished through Mr. Norrell to each mamber of 
the committee 

Mr. Proury. That is already a part of the record. 

Mr. Martin. And if I may, Mr. Prouty and members of the com- 
mittee, lam aslave to pure diction. I don’t know that I can command 
the English tongue too well, but 1 am a slave to diction. I observe 
that in running this off, my secretary used a—n—t—i instead of a—n-t-e. 
And I am not “anti’”’ anything. 

Mr. Proury. Any questions? 

Mr. Selden? 

Mr. Sevpen. I believe Mr. Norrell and Mr. Martin made a very 
clear explanation, and I have no question. 

Mr. Proury. If agreeable, I would like to insert at the end of Mr. 
Martin’s statement some excerpts from the legislative history of 
H. R. 2126. Also reports received from the Veterans’ Administration 
may be inserted at the end of the hearing. 

Mr. Parrrerson (counsel to the committee). Mr. Chairman, as you 
requested I will indicate something of the law and legislative history 
involved in this legislation. First, under existing law, all payments 
would have to be made from the Treasury. The National Service 
Life Insurance Act provides that all deaths due to the extra hazards 
of war would be paid out of the Treasury and not out of the fund. 
Thus, since the insured was killed in action the entire cost would be 
borne by the Treasury. It seems doubtful that the Congress could 
enact legislation to provide that such claims would be paid from the 
fund, inasmuch as such action would work against the interests of the 
other policyholders and would apparently violate a contract. 

The significance of the August 1, 1946, date is that beginning on that 
date national service life insurance was sought to be placed on a basis 
similar to commercial companies. The material quoted below would 
apparently bear that out. 

(The material referred to is as follows:) 

Extract From DesateE on H. R. 6371, 79TH CoNGREss, IN THE HOUSE OF 
REPRESENTATIVES (CONGRESSIONAL REcORD, JUNE 3, 1946, P. 6169) 

Mr. RankIN. * * * 

This bill has for its purpose the placing of national service life insurance on a 
peacetime basis. * * * 


Extract From Testimony oF GEN. Omar N. Braptey on H. R. 6371, 
79TH CoNnGREsS, BEFORE THE SENATE COMMITTEE ON FINANCE, JUNE 11, 
1946 


General BRADLEY. * * * 


(1) Removal of restrictions on permitted class of beneficiaries 

Under the National Service Life Insurance Act of 1940, as now enacted, only 
the spouse, child, father, mother, brother, or sister of the insured may be desig- 
nated as beneficiary. This restriction was reasonably necessary during the period 
of war because the cost of insurance protection furnished during that period was 
largely borne by the Government. During the period of hostilities, most of the 
liability for insurance losses fall upon the Government. Under peacetime condi- 
tions the liability of the Government will be negligible, and there is no reason why 
the insured should not be permitted to designate any person or legal entity as 
beneficiary of his insurance if he so desires. H. R. 6371 would permit him to 
do so. Attention is invited to the fact, however, that the restricted permitted 
class of beneficiaries would be applicable to all insurance policies which matured 
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prior to the enactment of this bill, and that the unrestricted permitted class of 
beneficiaries would be applicable only to insurance which matures after enactment 
of the bill 

Nor! General Bradley then proceeded to explain the further liberalization 
under the bill for lump-sum settlement, as well as payment of insurance to the 
estate of the insured (except where the insurance is payable in a lump sum) if the 
designated beneficiary dies before the insured or dies before receiving all the 








installments pavabl 
Exrract From Heart BEFORE THE COMMITTEE ON WorRLD WAR VETERANS’ 
LEG! rion, House or Rept ENTATIVES, ON H. R. 4965 anno H. R. 2379, 
797TH Conc! PaGEs 73 AND 74 
Mr. ALLE» The whole scheme of this legislation is to make this national 
service e insurance more in line with ordinary life insurance by private com- 
panies? 
Mr. Brernine. It is to put it on a peacetime as against the wartime basis. 
Mr. AuLeN. And a business basis? 
Mr. Breininc. Well, it was on a business basis during the war, but of course 
during the war the Government bore the great brunt of the losses because of 


saring the cost of the extra hazards of military service, and so the restrictions 
were put in, because it was not felt that the Government wanted to spend a great 
deal of money paying out, through this vehicle, benefits to persons to whom the 
assured owed no moral responsibility. But now for practical purposes it will be 
is, no different to any other mutual company, and we feel 


ractices 





May 22, 1953. 
Hon. Epiras Nourse Rocers 
Chairman, Committee on Veterans’ A ffairs 
House of Representatives, Washington 25, D. C. 


Dear Mrs. Rocers: This is in reply to your request for a report by the 
Veterar Administration on H. R. 2126, 83d Congress, a bill to amend subsec- 
tion 602 (j) of the National Service Life Insurance Act of 1940, as amended 

The bill, if enacted, would provide for payment in a lump sum of the 

llments certain of national service life insurance which 
matured prior to August 1, 1946, remaining unpaid at the death of the last bene- 
ficiary specified in section 602 (h) (3) of the National Service Life Insurance 
Act of 1940, as amended, to the estate of the beneficiary, or if no person within 
the permitted class survives the insured, to the estate of the insured, except where 
the estate of the beneficiary or of the insured would escheat, in which event no 
payments would be made 

H. R. 2126 is identical with H. R. 3998, 82d Congress, and H. R. 2520, 81st 
Congress, on which the Veterans’ Administration submitted reports to your 
committee under dates of June &, 1951 (Committee Print No. 140), and June 22, 
1949 (Committee Print No. 103 respectively 

Under the present law national service life insurance maturing prior to August 
1, 1946, is payable only in installments and to the widow, widower, child, parent, 
brother, or sister of the insured, in the order named unless designated by the 
insured in a different order. The right of any beneficiary to payment of anv 
installment of such insurance is conditioned upon his or her being alive to receive 
it. With respect to insurance maturing on or after August 1, 1946, there is no 
restricted permitted class of beneficiaries and the insurance ‘may be payable 
either in installments or in a lump sum as the insured elects. The beneficiarv 
may elect to receive payments over a longer period of time than the period chosen 
by the insured. 

With respect to insurance maturing prior to August 1, 1946, section 602 (j) of 
the National Service Life Insurance Act of 1940, as amended, presently provides 
that no installments of such insurance shall be paid to the heirs or legal repre- 
sentatives as such of the insured or of any beneficjary, and in the event that no 
person within the permitted class survives to receive the insurance or any part 
thereof no payment of the unpaid installments shall be made, except that if the 
reserve of a contract of converted national service life insurance, together with 
dividends accumulated thereon, less any indebtedness under such contract, 
exceeds the aggregate amount paid to beneficiaries, the excess shall be paid to the 








present value of any inst 
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estate of the insured unless the estate of the insured would escheat under the laws 
of his place of residence, in which event no payment shall be made 

As to insurance maturing on or after August 1, 1946, section 602 (u) of the 
National Service Life Insurance Act of 1940, as amended by Publie Law 69, 
Slst Congress, May 23, 1949, provides that in any case in which the beneficiary is 
entitled to a lump-sum settlement, but elects some other mode of settlement and 
dies before receiving all the benefits due and payable under such mode of settle- 
ment, the present value of the remaining unpaid amount shall be payable to the 
estate of the beneficiary: and in any case in which no beneficiary is designated by 
the insured, or the designated beneficiary does not survive the insured, or a 
designated beneficiary not entitled to a lump-sum settlement survives the insured, 
and dies before receiving all the benefits due and pavable, the commuted value of 
the remaining unpaid insurance (whether accrued or not) shall be paid in one sum 
to the estate of the insured, except that in no event shall there be any payment 
to the estate of the insured or of the beneficiary of any sums unless it is shown 
that any sums paid will not escl 

It will be noted from the above that as to insurance maturing prior to August 1, 
1946, no installments may be paid to the estate of the beneficiary or to the estate 
of the insured In all cases where the insurance matured on or after August 1, 


eat 


1946, save those in which the beneficia vas entitled to choose a lump-sum settle 
ment and did not do so, the commuted value of the installments certain remaining 
unpaid at the death of the beneficiary is paid to the estate of the insured Under 
the proposed ame ndment, in most of the cases where the insurance matured prior 
to August 1, 1946, payment in such cases would be made to the estate of the 
beneficiary because in the great majority of cases the insured was survived by one 
or more members of the restricted permitted class of beneficiaries 

Experience clearly demonstrates that insurance issued by the Government in 
wartime, which affords full coverage at peacetime premium rates, is very largely 
a gratuit) As the contributions of the insured are not sufficient to cover more 
than a small fraction of the cost, most of these losses must be paid from appro- 
priations of public funds. For this reason, it was deemed appropriate by the 
Congress to limit payment of insurance benefits to cases in which the insured was 
survived by relatives within the permitted class, above specified, and then only 
in cases in which such relatives survived to receive the installments as they became 
pavable. 

There is no information available upon which to base an estimate of the cost 
ot the bill, if enacted. However, the Government would have to bear most of the 
cost of the bill, but some of the expended liability would necessarily devolve upon 
the mutual funds of the other policyholders. 

\s part of the cost of the bill would be borne by the national service life insurance 
fund, it is my belief that the bill, if enacted, would not serve the best interests of 
the policyholders for whom such fund is maintained 

Advice has been received from the Bureau of the Budget that there is no 
objection to the submission of the adverse re port to the committee. 

Sincerely yours, 
H. V. STrRuina, 
Ds puty Administrato 
(For and in the absence of the Administrator 


Mr. Provury. Thank you, Mr. Norrell and Mr. Martin. 

Mr. Norreti. Thank you for the courtesy you have shown us. 

Mr. Proury. As I understand it, there are no further witnesses. 
Without objection, I will insert a statement I have received from the 
Life Insurance Association of America, the United States Chamber of 
Commerce, and other data. 

The hearing stands adjourned. 

(The material referred to is as follows:) 


STATEMENT OF THE AMERICAN LIFE CONVENTION AND THE LIFE INSURANCE 
ASSOCIATION OF AMERICA IN REFERENCE TO VARIOUS PROPOSALS BEFORE THI 
INSURANCE SUBCOMMITTEE OF THE House COMMITTEE ON VETERANS’ AFFAIRS 
FOR THE REESTABLISHMENT OF NATIONAL SERVICE Lire INSURANCE 


The American Life Convention and the Life Insurance Association of America 
have a combined membership of 236 life-insurance companies representing ap- 
proximately 97 percent of the life insurance in force in the United States with 








L198 BILLS SEEKING TO AMEND THE INSURANCE LAWS 


iegal reserve companies. This statement reaffirms the policy of the two organiza- 
tions in reference to the role of the United States Government in furnishing life- 
insurance protection to present and former members of the Armed Forces and 
allied services. 


I 


The last occasion when the American Life Convention and the Life Insurance 
Association of America made a formal statement before a House committee in 
reference to these matters was when the Committee on Veterans’ Affairs had under 
consideration various proposals of the 8lst Congress to amend the National Service 


Life Insurance Act At that time consideration was being given, among other 
things, to the following proposals: (1) Replacement of national service life insur- 
ance by a gratuitous indeminty; (2) replacement of national service life insurance 
by a group-insurance plan. In this connection these two organizations pointed 


out some of the pros and cons in reference to the proposed gratuitous indemnity. 
Attention was directed particularly to the fact that, even if Congress should replace 
national service life insurance, pressure for reinstatement of NSLI would probably 
still arise Particularly the gratuitous indemnity might not prove to be a final 
answer for the reason that some veterans schooled to regard postservice life insur- 
ance as a vested benefit right would promote the reestablishment of national 
service life insurance without the repeal of the gratuitous indemnity. The fear 
was expressed that, if Congress did adopt the gratuitous indemnity as a substitute 
for the continuance of national service life insurance for any new participants, 
ultimately the country might have the gratuitous benefit program superimposed 
upon the original national service life insurance program. That possibility is 
faced today The advocates of restoration of the original national service life 
insurance would not take away the gratuitous indemnity. On this issue, the 
American Life Convention and the Life Insurance Association of America reaffirm 
the position that there should not be this duplication of benefits. What was 
accepted as a substitute benefit in 1951 should not be made the basis of an addi- 
tional benefit in 1953. If national service life insurance is to be reestablished, 
this should be done as a replacement of the gratuity just as in 1951 the gratuity 


was to be a replacement of national service life insurance. The reestablishment 


f 


of national service life insurance should be on the basis of status quo of 1951. 


I] 


A related matter to the superimposing of benefits arises in connection with a 
proposal (H. R. 3198) whereby the $10,000 gratuity would not be offset by NSLI 
or USGLI policy proceeds. At present, the $10,000 gratuity is reduced by 
NSLI or USGLI payments. The reason given for this offset is that the proceeds 
of a national service life insurance policy are in fact out of general taxation when 
the death arises from military service. The man himself does not pay for the 
so-called war mortality, the Government pays it. In practically all cases where 
the gratuitous indemnity is paid, the Government is paying for substantially the 
same war mortality that it pays under national service life insurance. Both in 
effect are gratuities. If one does not deduct from the amount of the present 
indemnity, payments made under national service life insurance, there would be 
a serious discrimination in that the United States Government would in many 
cases be paying double gratuitous indemnities. It is completely incompatible to 
have a dual system of gratuitious indemnity without at least offsetting national 
service life insurance or United States Government life insurance against these 
gratuitous indemnity payments. If there is to be a reestablishment of national 
service life insurance, it should be as a complete replacement of the present gra- 
tuitous indemnity program. 


LI] 


The Government should not provide life insurance coverage for a discharged 
serviceman whose physical insurability has not been impaired while in service. 
Private insurance companies are in a position to meet all of the insurance re- 
quirements of these men. Government insurance for these men can only be 
viewed as a subsidy. While no opinion is offered as to the desirability of grant- 
ing such a subsidy to veterans, it seems abundantly clear that doing so does in- 
volve the maintenance of a hugh Government life-insurance business, with the 
administrative cost being paid from public funds. 

Notwithstanding the generous subsidies involved in the system, the vast majority 
of veterans have discontinued their national service life insurance. It seems 
obvious that if the cost of the administration of a Government insurance system 
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were to be borne by the policyholders, a veteran would be ill-advised to choose 
Government coverage in preference to private life insurance with its superior 
service. The Government, in offering insurance to insurable veterans, duplicates 
and competes with private life insurance. From the standpoint of the Govern- 
ment it multiplies and projects into the future the high administrative costs 
which were so clearly shown by the 1951 studies. 
It is recognized that those veterans who have become impaired physically 
while in service and have thereby lost their normal insurability should receive 
insurance protection of some kind at the hands of the Government without penalty 
for the impairment incurred. Any excess mortality arising in this group should 
be paid for out of general revenue. But with respect to the other veterans, it 
is strongly urged that under any plan adopted, the Government functions cease 
when service is terminated. 
AMERICAN LtrE CONVENTION, 
Ropert L. Hoaa, 
Executive Vice President and General Counse 
Lire INsuRANCE ASSOCIATION OF AMERICA 
KuGENE M. Tuorh, General Counsel 

,D.C., May 22, 1958 


> 


WASHINGTON 5 


CHAMBER OF COMMERCE OF THE UNITED STATES, 
LEGISLATIVE DEPARTMENT, 
Washington, D. C., May 22, 1953, 
Hon. Winston L. Proury, 
Chairman, Subcommittee on Insurance, 
House Committee on Veterans’ Affairs, 
Washington 25, D. C. 

Dear Mr. Provuty: The Chamber of Commerce of the United States urges 
your Subcommittee on Insurance, in considering legislation affecting veterans’ 
life insurance, to approve only legislation essential for a government insurance pro- 
gram Which will provide a measure of protection to dependents of servicemen on 
active duty in time of war. 

We recognize and favor provision by Government of some amount of insurance 
for those who lose their insurability while in such service. 

We oppose legislation which would duplicate facilities or compete with private 
insurers. Government life-insurance coverage for a discharged serviceman whose 
insurability has not been impaired while in service is a duplication of facilities 
fully provided by private insurance companies. It is, therefore, an unnecessary 
Government expenditure and one which ean be justified only as a device for grant- 
ing a subsidy in the cost of life insurance 

As your Subcommittee reviews pending insurance legislation and deliberates 
upon the composition of a bill to be reported, the national chamber hopes that you 
will limit your efforts to recognized Government obligations to servicemen. We 
believe that this obligation can be adequately met without creating or extending a 
Government life-insurance program in competition with private business, the cost 
of which is paid from general revenues. 

I would appreciate it if you would make this letter a part of the record of your 
proceedings. 

Cordially yours, 
CLARENCE R. Mixes, Manager. 





STATEMENT OF THE VETERANS’ ADMINISTRATION COMMENTING ON CERTAIN 
TESTIMONY OF THE REPRESENTATIVE OF DisABLED AMERICAN VETERANS ON 
H. R. 1261, H. R. 50,anp H. R. 36, 8383p Conaruss (pp. 1166-1170) 


A. The following comments are made concerning the representative’s state- 
ments on H. R. 1261. This bill proposes to make Government life insurance 
incontestable for fraud unless it is asserted by the Veterans’ Administration 
within 2 years after the date of issue, reinstatement, or conversion, or 2 years after 
the date of enactment of the bill, whichever is the later. 

1. It is recognized by the Veterans’ Administration, the service organizations, 
and others who are familiar with this Administration that following World War II 
the Veterans’ Administration was faced with a tremendous task, due to a variety 
of circumstances, oftentimes, beyond the Administration’s control. While condi- 
tions immediately following the last war were not favorable, it is a fact that the 
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failure of the insured to tender his premiums timely was the primary reason for 
the lapse of the insurance. In many instances the person remitting premiums 
failed to furnish sufficient or even correct information needed to identify the 
account, causing considerable confusion and delay in the adjustment of the 
insurance Regardless of the reasons for the insured’s failure to tender his 
premiums timely, as he was obligated to do, it is difficult to understand how the 
conditions leading up to the lapse of the insurance could have influenced him to 
make false statements in his application for esc oane ment. It would not appear 
that the events leading up to the lapse of the insurance is a proper basis for excusing 
his failure to state the true facts regarding his health 

2. The nonmedical reinstatement requirements of the Veterans’ Administration 
are extremely liberal. The questions on the reinstatement application are simple, 
clear, and direct. The questions are in no manner qualified but are all inclusive. 
rhe answers to the questions are relied upon by the Veterans’ Administration in 
accepting the reinstatement application without investigation into other files 
that the applicant may have in the Veterans’ Administration. It would indeed 
be extremely costly and cause considerable delay in processing reinstatement 
applications if the Veterans’ Administration was required in every case to search 
| of their records, to determine if the answers given were true. The claims folders 
n the majority of cases are located in the regional office in the State in which the 
ndividual resides whereas his insurance folders are in 1 of the 5 district offices 
Thus, the examination of a claim folder in some cases would require the transfer 

ich folders a thousand miles or more to determine whether there was any 
evidence of record which would show that answers to the questions on the reinstate- 
ent application were false. While there has been a difference of opinion within 
the Veterans’ Administration as regards the proper administrative rule in fraud 
cases, these differences have been resolved by the adoption of a policy promulgated 
by letter of October 26, 1948, to the branch offices of the Veterans’ Administra- 
tion and signed by the Executive Assistant Administrator of the Veterans’ 
Administration to the following effect: 

“In handling fraud cases in the future where the applicant in his application for 
insurance or for reinstatement thereof made a false statement of a material fact 
regarding his health with ascend dge of its falsity and with intent to deceive, and 
the \ rans’ Administration, without referring to the claim folder, relied upon 
such statement in granting the insurance, necessary action to cancel the insurance 
will be taken immediately upon discovery of the fraud.” 

3. Since the adoption of the administrative rule, the courts have recognized the 
separate entities of the various Services within the Veterans’ Administration and 
the right of insurance service to rely upon the answers given by the applicant in his 
reinstatement application without reference to other Veterans’ Administration 
files. The Circuit Court of Appeals for the Seventh Circuit in the case of Clohesy 
v. United State 199 F. 2d 475) stated 

‘We think the pronouncement of this court in the Halverson case was correct 
and clearly disposes of the case at bar Here the insured di liberately gave false 
answers to clear and simple questions, answers upon which the Insurance Section 
of the Veterans’ Administration was entitled to rely without further inquiry and 
without a search of the records of other sections of the Veterans’ Administration. 
If the true condition of the health of the insured had been known to the person 
passing on the application for reinstatement, of course, the policy would not have 
been reinstated. If, as plaintiff contends, the insured was misled by the fact that 

the Veter a Administration continued to accept premiums on the policy to the 

time of his death, he could have been misled only into thinking that, up to that 
time, his conscious, deliberate deception had succeeded. The plaintiff, who stands 
in the position of the insured, cannot escape the consequences of the insured’s 
deliberate untruths by insisting that the Veterans’ Administration was chargeable 
with knowledge that information relating to the request for reinstatement was 
false, simply because certain of its employees concerned with an altogether different 
function of the Administration later came into possession of the true facts in 
connection with the claim of the insured for compensation.”’ 

In the case of McDaniel v. United States (196 F. 2d 291) the Circuit Court of 
Appeals for the Fifth Circuit stated 

‘We think it equally plain that it cannot be justly held that an insured who has 
been asked clear and simple questions, upon the understanding that his answers 
may be accepted as true, without further inquiry, may avoid the consequences of 
having answered falsely by the claim, that the United States, by consulting the 
disability files could have found out that what he put forward as true was in fact 
false, and, therefore, may not complain that it was tricked into reinstating the 
certificate 





: 


we 


BILLS SEEKING TO AMEND THE INSURANCE LAWS 1201 


“As this court has said, ‘It is elementary that one who is guilty of fraud cannot 
urge estoppel (or waiver) against the other party to the contract for the purpose of 
making his fraud effective,’ New York Life Ins. Co. v. Odum (5 Cir., 93 F. 2d 
641, 644). Especially may he not do this here where it is not claimed that those 
responsible for reinstating the certificate actually knew that the answers given 
were false, but only that, if they had followed up the reference in section 10 to the 
C number of the disability application they would have found by inquiry that 
they were.”’ 

In Brown v. United States, 102 ] Supp. 132, the United States District Court 
for the Southern District of Missouri stated: 

‘“‘Sinee this is a sovereign act, or Quasi-soverelgen act of the Government ft 


could not be prevented by estoppel from asserting the facts and denying liability 


because of clear and unquestionable misrepresentatio! Moreover. bv clear 
language, the various activities of the Veterans’ Administration were placed under 
different executive heads Each one of these was clothed with different power, 





functioned its several offices or activities sepa telv, and the particular activity 


dealing with insurance would not be concerned in its activities with matters of 


facts occurring or existing in other activities, such as the hospitals. unless bro 


ight 
In a proper way to its attentio! 

‘In view of the fact the insured obtained a reinstatement of his | olicvy by n 
representations that were untrue, and that his phvsiecal condition was not such as 
to enable him lawfully to apply for a reinstatement of his policy, the plaintiff is 
not entitled to recover and judgment should be and will be for the defendant 

1. The files on the cases referred to in the statement concerning H. R. 1261 





not located in central office and time does not permit the transfer of these files 
from the field for the purpose of this report. However, the VA will be glad to 
make a report on these cases if the committee so desires It can be stated that 


it has alwavs been the policy of the VA to require at ill and com] lete statement 
by the applicant regarding his health including any and every disability regardless 
of its origin and irrespective of the source of treatment therefor. The VA in 
making determinations of fraud has always endeavored to be just and equitable 
in examining the facts in everv case and its poliev has been not 
cases in which it is clearly established that erroneous inform: 
through inadvertence or because of honest mistak« 





id in 
ished 








5. Out of 106,035 claims for benefits under United States Government life 
insurance, fraud has been found in 167 cases or sixteen one-hundredths of 1 percent 
Out of 621,372 claims for benefits under national service life insurance, fraud has 
been found in 897 cases or fourteen-hundredths of 1 percent 

B. The following comments are made concerning the representative’s state 
ments on H. R. 50, H. R. 258, and H. R. 1993. H. R. 50 proposes to amend 
section 602 (n) and section 602 (r) of the National Service Life Insurance Act, as 
amended. to assure that the findings of the Administrator of Veterans’ Affairs 
made under the mentioned sections would not be final but would be subject to 
judicial review. Section 2 of this bill would substitute a waiver of premiums in 
lieu of a lien for premiums presently provided in section 602 (r The other bills 
mentioned above are identical in purpose with H. R. 50. 

Be i appears that the statements made are not concerned direct! with the 
provisions of H. R. 50 but rather recommending that the National Service Life 
Insurance Act be amended to permit the granting of retroactive waiver of premi- 





ums because of total disability irrespective of when the claim is filed and irrespec- 
tive of the reason the insured failed to file claim timely Section 602 of the 
act provides as to claims filed on or before August 1, 1947, that retroactive waiver 
may be granted of anv premium becoming due not more than 5 vears prior to 
August 1, 1946. On claims filed after August 1, 1947, retroactive waiver may 
not be granted of any premium becoming due more than | year prior to receipt 
in the VA of the waiver application. The exception to the 1-year limitation is 
where the Administrator finds that the insured’s failure to make timely application 
or submit satisfactory evidence of the existence or continuance of total disability 
was due to circumstances beyond his control. These provisions in the existing 
law were placed in the act for the specific purpose of precluding the adjudication 
of stale claims. 

2. The VA through pamphlets, press releases, radio broadcasts, its representa- 
tives in all the various hospitals, regional and district offices has endeavored to 
inform the veterans as to their rights and privileges concerning Government life 
insurance. The Department of Defense has also issued pamphlets and released 
information coneerning national service life insurance. Private insurance 
companies have likewise issued pamphlets on national service life insurance for 
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the information of the ir policyholders and veterans’ organizations have been very 
helpful in informing the veterans as to their rights. The policies which are issued 
to the policyholders clearly set forth the rights and privileges granted the insured 
including the requirements for timely filing claim for waiver of premiums under 


section 602 (n) of the act It is believed that an insured whose reason for not 
filing timely claim is due to lack of information can hardly attribute that situation 
to the fact that the information has not been made available to him. Also, 
is not believed that such a veteran’s failure to file timely application can be 
attributed to « ne beyond his control. 

3. The policy of the VA in determining whether the insured’s failure to timely 


file a claim was due 1 to circumstances beyond his control is set forth in part V I, 
paragrs _ 79 of the VA Manual 9-3 as follows: 

‘“‘a. In general.—The question as to whether the insured’s failure to make 
timely seplionten for disability insurance benefits under national service life 
insurance was due to circumstances beyond his control must be determined on the 
facts in each individual case. For that reason it is not possible to lay down any 
hard and fast rules for reaching this determination. Generally, it is the policy 
to waive the insured’s failure to file timely application if he suffers from any 
mental disability rendering him incapable of looking after his own affcirs, or any 
physical oa ability of a nature or a sufficiently severe degree that it renders him 
incapable of looking after his own affairs, or where there are other unusual and 
extenuating circumstances which are the probable cause of the insured’s failure 
to make timely application.” 

The statement is made that where claims are filed for total and permanent 
disability under United States Government life insurance there is no limitation 
as to how far back the Veterans’ Administration shall go. It is pointed out that 
Veterans’ Administration regulation 3121 provides in part that the total perma- 
nent disability benefits may relate back to a date not exceeding 6 months prior to 
receipt of due proof of total permanent disability, and any premium paid after 
receipt of due proof of total permanent disability and within 6 months shall be 
refunded without interest. An exception was made to this rule during World 
War II where the insured was outside of the continental limits of the United States 
and because of war conditions was unable to file claim. Also, there was no such 
provision limiting payments of yearly renewable term insurance but new claims 
are rare since all of such types of insurance terminated on July 2, 1927. Further- 
more, on yearly renewable term insurance all benefits were paid from an appropri- 
ation and provisions limiting benefits for the protection of a United States Govern- 
ment life insurance fund were not required. 

5. The file on the case referred to in the statement concerning H. R. 50 is not 
located in central office and time does not permit the transfer of the folder from 
the field for the purpose of this report. However, copy of the decision of the 
board of appeals is available in central office and it clearly shows that the veteran 
was not suffering from a condition which, under the applicable criteria, could be 
regarded as having prevented him from filing timely claim. It is the veteran’s 
responsibility to file timely claim in order that the Veterans’ Administration may 
have the opportunity to examine the facts currently. Unless such a limitation is 
imposed in the law it must be evident that the Veterans’ Administration would be 
required to handle many stale claims 

C. The following comments are made concerning the statements made by the 
representative on H. R. 36. This bill proposes to ame nd section 304 of the World 
War Veterans’ Act, as amended, effective June 7, 1924, to eliminate interest 
charges on all back monthly premiums paid on insurance reinstated at any time 
after that date under section 304 where no lien was established and to eliminate 
interest charges on liens established under section 304 from the date of inception 
of the lien until July 2, 1948. Simple interest is to be charged on liens thereafter 
at the same rate as United States Government life insurance policy loans. Any 
losses resulting to the United States Government life insurance fund because of 
this bill are to be paid from the appropriation. 

1. Before a lien could be established under section 304 of the World War 
Veterans Act, as amended, each applicant was required to sign an affidavit giving 
proof of his inability to pay the entire or partial cost of reinstatement. This 
affidavit included the following directive “I request that the balance due be placed 
as an indebtedness against the insurance to bear interest at the rate of 5 percent 
per annum, compounded annually, from the first day of the month in which 
insurance is reinstated. The indebtedness and interest to be deducted from any 
amount of insurance in any settlement thereunder.’’ The insureds were advised 
when the lien was established of the amount of section 304 lien, that it would 





laioanhins 
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bear interest until paid in full and unless otherwise paid would be deducted from 
the proceeds of the policy. Since section 304 authorizes the insuring of disabled 
lives many of the policyholders were drawing compensation. Provision was made 
to permit payment of these liens by monthly deduction from disability compensa- 
tion and many insureds took advantage of the provision as a convenient means of 
discharging the obligation. Other insureds paid off the debt by direct remittances 
from time to time. Over the years the indebtedness was also collected from 
dividends, loans, cash surrenders, and payment of total permanent-disability 
benefits. Inasmuch as the insureds in question at the time of applying for rein- 
statement indicated that they were not able to pay the full amount required to 
reinstate, it was thought by the Veterans’ Administration that the insureds should 
not be given notice of the amount due because it was feared that such notices 
might be construed as dunning for payment, whereas there was no obligation for 
them to pay at that time unless they wished to do so. However, in 1948 it came 
to the Veterans’ Administration’s attention that some insureds, against whose 
insurance a lien existed, failed to recall such indebtedness. For this reason, it 
was deemed advisable to notify them of the amount of the lien and the advisability 
of making payment by direct remittance or by monthly deduction from disability 
compensation or retirement pay. Since that time each insured who has a lein 
against his policy is notified annually of the interest due 

2. It is noted that the representative points out that the premium requirement 
for reinstatement of national service life insurance on the term plan is the payment 
of two monthly premiums whereas reinstatement under section 304 of the World 
War Veterans Act required the payment of all back premiums with interest. 
It is pointed out that the reinstatements authorized under section 304 of the act 
is extremely liberal. It authorized reinstatement even though the applicant was 
suffering from a very high degree of disability which, in some cases, soon pro- 
gressed to total and permanent in degree, entitling him to monthly payments for 
life. The only restriction in the law with respect to disability is that the applicant 
be not totally and permanently disabled and the disability be service-connected 
On the other hand a term-insurance policyholder in order to reinstate his national 
service live insurance must submit evidence of comparative health within 3 months 
of the date of lapse and thereafter evidence of good health. 


May 27, 1953. 
Hon. EpirH Nourse RoGeErs, 
Chairman, Committee on Veterans’ Affairs, 
House of Representatives, Washington 25, D. C. 

Dear Mrs. RoceErs: This is in reply to your request for a report by the Vet- 
erans’ Administration on H. R. 4117, 83d Congress, a bill to extend the time 
within which former prisoners of war may apply for and be granted waiver of 
premiums and total disability benefits under United States Government life insur- 
ance and national service life insurance. 

The purpose of the bill is to amend certain provisions of the World War Vet- 
erans’ Act, 1924, as amended, and the National Service Life Insurance Act of 1940, 
as amended, to authorize further retroactive waiver of premiums and total dis- 
ability income benefits under policies of Government life insurance in the case of 
certain insureds who become or have become totally disabled while in a prisoner- 
of-war status. It is questionable whether any benefits under the pill would be 
available to insureds who became totally disabled prior to becoming a prisoner of 
war where the disability continued into the period of such status. 

Section 1 of the bill relates to the total disability income benefits under United 
States Government life insurance authorized by section 311 of the World War 
Veterans’ Act, 1924, as amended. To receive the benefits of this section, an 
insured must have become totally disabled for a period of 4 consecutive months 
before attaining the age of 65 years and before default in payment of premiums. 
The rule for general application is that payment of the benefit may relate back 
to a date not exceeding 6 months prior to receipt of due proof of such disability 
but not prior to the first day of the fifth consecutive month of continuous total 
disability. Section 1 of the bill would provide that notwithstanding this general 
provision, benefits may relate back to the first day of the fifth consecutive month 
of continuous total disability in any case in which an insured becomes or has 
become totally disabled while in a prisoner-of-war status, provided claim therefor 
is filed within 1 vear after the date of enactment of the bill or within 1 year after 
the insured’s release from a prisoner-of-war status, whichever is the later date. 
It should be pointed out that existing regulations on United States Government 
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life insurance authorize an exception to the mentioned general rule to permit 
payment of benefits retroactively without regard to the 6 months’ limitation in 
cases where the insured became totally disabled while outside the continental 
limits of the United States and because of war conditions (World War II) could not 


feasibly file claim. Claim in such cases had to be filed within 1 vear after discharge 
or the insured’s return to the United States or prior to July 1, 1947, whichever 
was the earlier date It may be noted that this regulation applied not only to the 





total disability provisions under section 311 of the act, but also to permanent and 





total disability benefits, the retroactive payment of which is otherwise restricted 
to a period of 6 months prior to receipt of due proof of the disability. The bill 
would have no application to the total and permanent disability benefit contained 


in all policies of United States Government life insurance. 

Section 2 of the bill relates to waiver of premiums for total disability authorized 
by section 602 (n) of the National Service Life Insurance Act of 1940, as amended. 
Under this section the payment of premiums on national service life insurance 
may be waived during the continuous total disability of the insured, which con 


tinues or has continued for six or more consecutive months, if such disability 
commenced ] subseq ient to the date of his application for insurance, (2 
while the insurance was in force under premium paying conditions, and (3) prior 

the insured’s 60th birthda The law provides generally that waiver shall 
not be granted of any premium becoming due more than 1 year prior to the 
receipt of application for the samy However, in any case in which application 


was made prior to August 1, 1947 (1 vear after the date of enactment of an amend- 
atory act of August 1, 1946), the 1 \istrator was authorized to grant waiver 
due on or after August 1, 1941, provided the other 
is further provided in the law that the Administrator 
may grant retroactive waiver of such premiums in excess of the l-vear limitation 
in any case in which he finds that the insured’s failure to make timely application 
or to submit satisfactorv evidence of the existence or continuance of total disa- 





of any premium becoming 


requirements were met 





bility was due to circumstances beyond the insured’s control. Those persons 
who became totally disabled while in a prisoner-of-war status may be granted 
retroactive waiver of premiums if application for such waiver is filed within 1 
after their release from such status. Section 2 of the bill would extend the 

sent provisions of the law by permitting an insured who had failed to file claim 








withi ear al I release from a pri ner-of-war status the right to receive 
benefits relating back to the begi ing of total disability having its inception 
during such status) if claim is filed within 1 year after the date of enactment of 
tl e bill 

sect 3 relates to total disabilitv income benefits authorized by section 602 


|) of the National Service Life Insurance Act of 1940, as amended. This 

f a total disability income rider in any policy to 
provide monthly benefits for an insured who is shown to have been totally dis- 
abled for a period of 6 consecutive months or more commencing after the ef- 
fective date of the rider and before attaining the age of 60 and while the payment 


section authorizes the inclusion of 


of anv premium is not in default Payments mav not be retroactive more than 
6 months prior to receipt of due proof of the disabilitv, except where it is shown 
that the insured is suffering from one of the specific disabilities conclusively pre- 


sumed under the law (sec. 602 (z)) to be total in degree. Section 3 of the bill 
would permit the retroactive payment of the benefit to the first day of the seventh 
consecutive month of total disabilitv in any case in which the insured becomes 
or has become totally disabled while in a prisoner-of-war status, provided claim 
is filed within 1 vear after the date of enactment of the bill or within 1 year after 
the insured’s release from such status, whichever is the later date. 

Insofar as the bill would authorize retroactive waiver of premiums and payment 
of total disability benefits where the insureds became totally disabled while in 
a prisoner-of-war status during World War II, it would allow claims requiring 
determinations of conditions and events relating back in some cases to periods 
over 11 years ago. It would appear that the existing law and liberal regulations 
on the subject have generally afforded ample opportunity for persons who were 
prisoners of war during World War II to secure the full benefits which they could 
have received had they timely filed therefor. 

There are no figures available upon which to base an accurate estimate of the 
cost of the bill, if enacted. It is not known how many policyholders of United 
States Government life insurance or national service life insurance with total 
disability income riders have, or will in the future, become totally disabled while 
in a prisoner-of-war status Likewise, the same information is unknown con- 
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cerning waiver of premiums on national service life insurance. In addition, the 
average length of time such persons would continue to be totally disabled prior 
to death or release from a prisoner-of-war status is an unknown quantity. It 


would appear that all cost resulting from enactment of the bill would be borne 
by the Government under the respective insurance appropriations since the dis- 
ability in each case would no doubt be traceable to the extra hazard of military 
or naval service. 

Due to the urgent request of the committee for a report on this measure, there 
has not been sufficient time in which to ascertain from the Bureau of the Budget 
the relationship of the proposed legislation to the program of the President 

Sincerely yours, 
H. V. STIRLING, 
Deputy Administrator 
For and in the absence of the Administrator 


(Whereupon, at 10:40 a. m., the hearing was recessed to the call of 
the Chair.) 
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